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DRAFT 7\08\98

timeline for consultations

Complete Administration level conversations to assure agreement on process and options.

MONTH 1; (July 1998)
Contact all appropriate organizations and Hill staff to inform them about the consultation 

process. Revise consultation process as necessary depending upon comments on

process.

Process;
^ill rtafff: Make courtesy calls to congressional staff;

Ron Haskins, Subcommittee on Human Resources and counterpart. 

Doug Steiger and Dennis Smith, Senate Finance Committee 

Lead: ASL

AflTfir"****^* form of personal telephone calls:

Center for Law and Social Policy 
National Women's Law Center 
Center for Budget and Policy Priorities 
National Partnership 
Children's Defense Fund 
ACES 7?
Children's Rights Council

Lead: Joan Lombardi, OCSE Senior Staff

Oryanizatious:

APWA
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NCSL
NGA
NACO

Lead: Jim Ivery, David Siegel

Task Order Questions:

Clasp
NGA
NCSL
APWA
NACO
Ron Haskins

Lead: Linda Mellgren

IV-D Directors - Lead: Anne Donovan, Paul Legler

EarlyJuly
Work with Jerry Fey. PresWeot of the IV-D Directors' Association, to get «
designate one State Representative from each of the ten regions to represent the other

States in the region.

T tpsari, /vnne Donovan, Paul Legler, Betsy Matheson

Mid-July
The IV-D Directors’ meeting on July 20 may be an appropriate forum for a general 
discussion with all IV-D Directors, followed by a separate meeting with state designees.

I .pari: David Siegel, Betsy Matheson

End of the week of July 20:

Preliminary discussion of issues with advocates in the form of a 2-3 hour meeting.

T.pari; John Monahan, Joan Lombardi, Senior OCSE staff

Preliminary discussion of issues with key interested Hill staff. Will include a discussion 

of the task order contract.
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Key HiU Staff:

Ron Haskins 
Doug Steiger 
Dennis Smith 
Barbara Pryor 
Others

ASL with OCSE

Month 2 (August)
Follow-up meetinB wiP, IV-D representative. This could be done in conjuncuon with 
the National Child Support Enforcement Association (NCSEA) Annual Conference 
which will be held in Washington on August 3, 4 & 5. Ongoing teleconferences wtth IV- 
D representatives will continue throughout the month of August as necessary.

Lead: Anne Donovan, Paul Legler, Betsy Matheson

Preliminary discussion of issues with NCSL. NGA and National Association of Counties 

following the NCSEA meeting.

Lead; Joan Lombardi, John Monahan and senior OCSE staff.

Host discussion at State Human Service Finance Officers Annual Conferen« (the annual 
conference of the National Association of State Human Services Finance Officers is 
scheduled for August 9-14, 1998 in Boise, Idaho).

Month.s 3 - 7 (September '98 - January '99)

Ongoing teleconferences with IV-D representatives will continue as necessary.

Host interactive consultation meeting with IV-D representatives, advocates, stale 

organizations and key hill staff.

Ongoing refinement of internal administration discussion on development of options 
based upon information gathered at various meetings.

Month 8 (February)
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Final meeting with IV-D representatives to reach consensns if possible.

Internal Administration discussion on development of options.

Month 9 (March)

Hold at least two additional discussions with advocates.

Hold at least two additional discussions with State organisations- NGA, NCSL & APWA 

Discussion with Hill staff

Continued Internal Administration discussion on development of options.

Month 10 (April)

Draft proposed legislation, if any.
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3t»te Finwiclng of Child Support Enforcement Progreme

puT-pofle
r ^«alc order is to provide basic information on State

The purpose o£ this task order i P ^ a quick turn-aroundfinancing of child support needed to inform an
study which will provide key informa i neoartment, OMB and Congress on
anticipated up-coming debate structure of the Child Support
possible changes to „in provide information for Administration
Enforcement Program. The pro] reoort within six months. The

of child support collections in TANF cases.

..e
<«Et ^rSrL.'Swever, is ^ " sStef aCrgerPederr^

;ec»ined $407 million in access o£ their cnst=.

r.:iir.r:!tro:rhha:nfcSid?r^src,‘r£rjr*^^^^^^^^
—ii:rro!i-Snp
thr ”'“pnc' tethined proportion.1 shares nl collections In welfare
costs dSE program has served an increasing nnmber

:L5-t^ra:ri-s"i'n S -rs:^»d"^fr4$‘3rsoppo?t^colLctio„. .or
non-welfare ^^l^p^^ela^L'^coliec^ion^ a significant source of state
S'fih^ncing is derived, therefore, from families which now make up a 

minority of the program's caseload.
in addition, the policy changes onder welfare refo^ potentially^hp 
significant implications for child pf jggg (PRWORA) , at

r„cr!i^^irsL*fhe"rfwaSr:r$^^^e^'1orrrclngVcasel^^^^^
c«es °“2TelJ«:'r:tirdro;,”tSrs JcLTiource of child support funding
on which they already rely disproportionately.

s“i*^^;,=%ririratr„g=rhr4$Ua:ft-^^^^^
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.o peae„l
suppori: colleccioPB passed on States to pass through child

-l: —--no-s
HiE“, inrr on "gtate-onlv" programs counts under the lAwtfaSe„:;c:”.-e»ort b«'^=hLa%upp.rc coll.p.iona » behalf bf

these femiliee do not need Co be shared with the Federal Governme

over the last several years, both the Administration and =“5ress have ^Inted 
to the need to re-examine the financing structure of the CSE program_ in 
FY 1999 president's Budget, the Administration stated ^
dialoQue with the stal^eholders of the child support program to look ar ways to 
addi°« these problems and. working with Congress, will prepare legislation. 
This task order will inform these discussions and the developmnt o

-d---dih-:irs.^^ —ro-s—ef
export e«orcemLrp?^'aS^'“-h"«p-“”-v“3riir^^^^^^^
an? the State »“L““:^'r!n°sorLarer tL source of
Sfro^LLral =-«^f„f”^ff/f.i”,r.K;;'’rede‘arinreiLvrS^eh^f
appropriations^ n ' passed through the State or county general
1""' S« “ ?i«er‘irth.Txten? to which iL.l o.'°
c^ild support funding, and to the extent that localities receive a share of
incentive payments or TANF collections.

f^;Lc"g ^SSeTh^Vor^' “rrrarrrerrlreSerihraS^^-rof^

su^icient detail for national-level policy discussions This

“Lrrri:r:“:Lrrt:trpoii^!er“ftr;L:^thr:ugi'^of"s;ii5 support 
collections to TANF families, disregards of child fees or
determination of TANF benefit levels, «fill-the-gap policies, and fees or

user charges.

p-|w„^ar^. MfTiMywmant

Child Support Finance--Page
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Responsibility for pro.ecr -.11 secretary for Planning
Monitors rms) , one from cbe Sficrofchild Support Enforcement
and Evaluation (ASPE) and one from the Office of Chiia PP

Secretary for Management and Budget (ASMS).

far- of Project into.>Tinat±OTt Pz-lfT^ tin gfnTitra.ct
^p]

CompletlQn
ThP contractor shall not release or disclose, verbally or in writing,

the request for advance information; when and how project 
would be released; and what information would be released. 
information from the IMs does not constitute approval for releasing

information.

poT -tverablaa
The contractor shall submit one camera ready copy and five ^
final deliverable identified in the task order. In addition, a copy
of the final report shall be delivered on 3«" disks organized
format The text, tables, and any charts or other graphics shall be organized
and formatted as described in the following paragraphs-

Text may be formatted in any of the commonly available word processing 
programs marketed by the IBM*. Corel*, or Microsoft*
Lcuments should be organized into several parts and a separate file should b 
p?o"S fo7«ch p.rt Lengthy tiles (n«,r. then lOOK) should be evo,d»l ,f

possible.
The title page, table of contents, and other front matter shall be in a 
separate file. File names should contain consecutive numbers that correspond 
to the numerical labels used in the printed version. For 
Figure 2 can be rendered as C4F2.gif. where compatibility with earlier 
versions of the software is. in doubt, files shall be delivered in the 
penulcimate version of the software.

Graphic figures such as bar and line charts, diagrams. J;,
shall be delivered in the GIF (Graphics Interchange Format) or the JPEG (Joint 
Photographic Experts Group) format. Even though the graphical elements may 
have been merged with the text to form a single file for printing purposes, 
each graphical image shall be delivered as a separate file on the disk and 
must not embedded in a word processing, spreadsheet, slide show or other
composite file.

Child Support: Finance--Page
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TaSfcg
The basic information on state childThis task order is on a very fast track. The orc-ented in a briefing

follow within six months.

1.0 pr-0T.^r-^ Ts.e'.^ Fr^mewQT-v and informarinn collerrinn Strategy

Subtask 1 1 The contractor shall meet with the -ma and others the 
Subtask 1.1 i33,«3 in state of child

support enforcement and related study questions- The
3hSl prepare an outline of key issues in advance of the meeting
which will include, at a minimum, major policy ® "
of existing sources of State-level information on child support

financing.

Subtask 1.2

Law

The

The contractor will meet with experts in the area ^^te child

governmental organizations who are knowledgeable 
support financing issues, including APWA. ^
National child Support Enforcement Association (NCSEA) , the 
National Association of State Budget Officers, the 
Association of State Human Service Finance Officers, Center on 
and social Policy, Center on Budget and Policy
National Women's Law Center, and the children's Defense Fund, 
contractor shall work with the TMs to identify these experts.

subtask 1 3 The contractor shall conduct a literature review and shall 
subtask 1.3 existing sources of state-level information.

Subcask 1.4 The contractor shall prepare a briefing memo laying out an issue 
framework to guide the collection of 
information collection strategy. The document 
chief issues of inquiry, subparts to these
questions, an information collection strategy and data sources to 
S used. The contractor shall submit a draft document to the THs 
for review and shall revise the study questions and the 
information collection strategy based on their comments.

Task 2.0 

Task 2.1

■gvrnrT-'p«ii T-.e Tnf Q-rinar ion

The contractor shall attend the child support financing 

meetings to learn more about significant -State financing issues.

Child Support Finance--Page 4
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Task 2-2

Task 2.3

Task 2.'I

The con.raco. shall use regional

:eecingrideS:Srea to .eet informally wi.h individuals
who are knowledgeable about State child support frnancrng.

The contractor will clarify and fill in any gaps 
gathered through the literature review, the
Regional meetings of State policy officials through telephone 
conversations with individual State-level polxcy-makers.

The contractor shall analyze and synthesize the information 
collected to address the study questions.

Task 3.0 

Subtask 3.1

B-rSef neparrment Officials

The contractor shall brief the TMs and other Department 
officials on significant findings of the study. f
will cover, at a minimum, how States use their share of child 
support collections in TANF cases, how theypayments, and the sources of funds for the non-Federal share of 
administrative expenses. Secondary level information such as 
State policies on pass-through of child support collections to 
TANF families, disregards of child support payments m 
determination of TANF benefit levels, and fees or user ^^arges may 
be omitted from this briefing, but included in the 
report to allow more time for collection of information on these

topics.
The briefing package shall contain a summary of
description of the information collection strategy; and pertinent 
charts, tables or graphs. The contractor shall ^
duplicate all briefing materials. Briefing materia s gu 
prior approval by the TMs.

Task 4.0 written Report

issues. The contractor shall provide the TMs a draft of the 

report for review.
subtask 4.2 The contractor shall revise final report as instructed by the TMs.

Child support Finance--»age 5
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SCHSDUIjB of DKLIVBRABtSS

TASK # deliverable DATE AFTER AWARD

1.1 Meeting with TWs 1 week

1 -4 Draft Issues FrameworJc and Information 
Collection Strategy

4 weeks

Final Issues Framework and Information 
collection Strategy

5 weeks

3.1 Draft Briefing Materials 12 weeks

Revised Materials 13 weeks

Departmental Briefing 14 weeks

5.1 Draft Report 20 weeks

5.2 Final Report 24-26 weeks

Child Support Finance--Page 6



SENT BY:AEROSPACE BLDG. : 7-10-98 ; 4:38PM : ACF/SUITE 600- 202 456 5581;#12/15

memorandum

Dale: 

To: 

From :

June 18, 1998

John Monahan

Vicki Turetsky

Child Support Funding IssuesRe:
This memo is an outline of my state-by-state analysis of IV-D collections per case costs per case ‘ and 
cases per FTE. I will get you a draft paper and charts next week. I also am sending over a copy of 
the Urban Institute study and their unpublished data on child support funding.

underfunded and understoffed, and that performance may improve with mcreased investment.

It is clear from the data that states have made different policy and funding choices affecting their cost, 
staffing, and collection ratios. Some states, such as Indiana, maximize state reven^s and generated 
large .state “profits” hy focusing their collection efforts on current welfare cases. Other states, such as 
Michigan,concentrate on non-welfare cases, boosting cost-effectiveness. Other states, such as Virginia, 
have applied their collection efforts evenly across the entire caseload. Still other states such as 
Pennsylvania, have expanded their child support program to encompass all or most child support orders

entered within the state.
State performance, cost, and stamng levels vary substantially. In 1995, state collection 
rates ranged from 10 percent to 40 percent, with a 19 percent national average. State costs per 
case ranged from $30 to $356, with a national average of $135. State staffing levels ranged 
from 1073 cases per FTE to 170 cases per FTE, with a national average of 373.

Staffing levels are closely related to program costs. The number of total staff employed by 
state and local child support programs is closely correlated to the cost per case. With few 
exceptions, states with higher costs had more staff, while states with lower costs had fewer
staff.

Performance is tied to frinding and staff. Three-fourths of states with Actow average co.sts 
and staffing ratios had below average collection rates in 1995. Every sure m the bottom 
quintile for both cost and staff had a collection rate in the bottom quintile. Conversely, three- 
fourths of states with above average cost and staffing ratios had above average collection rates.

' Co.sts per case exclude APD expenditures reimbunjcd at the enhanced 90 percent rate.



SENT BY:AEROSPACE BLDG. 7-10-98 : 4:38PM ACF/SUITE 600- 202 456 5581:#13/15

All hut ouu state in the top for both cost and staff (Utah) had a collectton rate in the
top quintile, and every state had an above average collcciion rate.

The top perf™™.rs wer. I»tw f»ttd«l and stalled. Seven states with ^ “
the top qumtUe had oiove average cost and staffing ranos. Only two sates with a « “ 
rate in the top quintile (Wisconsin and South Dakoa). had both cost and 
were below average. States in the top performance quumlc spent an average of $180 per case
and had 286 cases per FTE.

ratios.
FTE.
Performance, ftinding, and staffing often followed similar trends. Although more analysis 
is needed, state-by-state data for 1991 through 1995 suggests that collection, cost and staffing 
ratios increased or decreased at the same time in about two-thirds of the states. In about a 
quarter of states, collection rates went up as funding and staffing levels went up. In another 
quarter of states, collection rates went down as binding and staffing levels went down. In an 
additional half-dozen states, collection, cost, and stafFmg ratios declined during the early years, 
but increased in the later years.^

A comparison of IV-D and AFDC administrative costs also suggests that Uie IV-D program may be 
under tunded. Nationally, IV-D administrative costs were less than half of AFDC adramisteative costs 
in 1995. Nationwide, states spent $380 per AFDC recipient child, while they spent only $ 35 per IV- 
D case.’ While the programs are not completely comparable, a case can be made that a weU-nm child 
support program requires more intensive case work than states typically provide. The disparity m casts 
was greater in .states with lower cost and collection raes than in slates with higher cost and collection 
rates. IV-D administraive costs were roughly^ equivalent to AFDC adminiarative costs in five states 

with relatively high collection rates and COMS.

■ l-his las. pauaru Is c™.sisu.u. wid, genual caseload heads. IV-D cases increased apidly beh»eu 1991 1994. bu, giuudi slewed uu,

94 and 1995.
^ To compare 1995 AFDC and IV-D cost per case data, 1 divided AFDC administrarive cosis/cWldmn recipients and <

need APD cosisVease This caculation resulted in $380/AFDC child recipient compared to $135/TV-D case, a 2.8 ratio. Without .subtrac 
^ sT^Lreos ' L ?J!d $157 a 2.4 ratio. Guyer, MUler. and Garfinkel (1995) suggest. t«sed on HHS estates tha

14 tathers for every AFDC case (using 1998 and 1992 data). Uting the Office of ^ild Support
ionury Note (1995). Currem AFDC/FC cases in the IV-D caseload amounted to 7.9 million, nmnber of Al^DC in 1995^
an average of 1 9 recipient children per AFDC ca.se in 1995. with 4.9 miUion AFDC ca.ses and 9.3 million recipient children. HHS, to 

Hies mr/i Dependent Children: The Baseline (June 1998). Although a more refined conversion factor could be used.
FDC deDominaior and AFDC/FC cases in Uic IV-D denominator aUows for a rougli comparison of admimsranve ^

It a 1.4 conversion factor were used, the IV-D cost (less enhanced APD costs)/case would he $145. and the ratio of AFDC to IV-D
* ___...... M Vuistraiive costs would be 2.6.

“ Maine, West Virginia, Hawaii, Veraiom, and Kansas
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Unpublished data from the Urban Institute indicates that state si«“ding in j the
vaTs considerably, after talcing into account fiscal capacity and poverty eve^^ top^TboSr 
Urban Institute data with IV-D cost per case daU to dejermme how m^y .^P

the program or to the proportion of poor children that it serves.

States with the highest IV-D costs per case Invested more in the program **“■
fiscal capacity. All but three states in the top quintile for cost pw case spent more ih^ A 
na^nal median, after uking into account their fiscal capacity. Five states were m the top
quintile for state investment relative to capacity.

States with the highest costs per case invested more relative to their child
one State in the top quintile for cost per case (Massachusetts) spent more
median, after takhig into account their child poverty rate. Seven states were in the top quintile

for state investment relative to child poverty.

SUtes with the lowest cost, per e«« «eneni«y tad the obiUty to invest owe.

relative to their fiscal capacity. Three states were in the bottom quinule for state investmen 

relative to capacity.

state investment relative to child poverty.

The data also supports the conclusion that financing mechanisms that allow some states to ret^ 
substantial “profits” sometimes rewards performance, but just as often rewards miserly investment. In 
addition the current distribution of welfare collections according to a rever^ FMAP rate appears to

” made a “nrofir from the child supportshort-change poorer states. In 1995, three-fourths of states made a “profit fr^ the child support 
program. Uiaris. the state share of revenues exceeded the state share of costs. remaining on 
fourth had a “deficit,” that is. die state share of costs exceeded the state share of revenues.

^ in a recent study the Urban lustinite analysed states* fiscal capacity, chUd poverty rates, fiscal effort, and spending levels “ 

See Duuglas, Toby and Kimura Plores, Federal and State Fundins ofOiiIdren s Programs (March 1998).
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suLff. These slatcs bed very low eosrs per ease; more welfare cases aod fewer oon-weltare 

cases; lower FMAP rates; and Uiwer family payments.

Other states with large “profits” are top performers. Of the ten .states
nrofits five had above average collection rates. Three states - Pennsylvania, Maine, and
Loth Dakota- are in the top quintile for collections. These states a^^wer
and soraetinies lower costs, along with fewer non-weltare cases; lower FMAP rates, and lowet

family payments.
Most states with the largest “deficits” are poorer states. Of the ten sutes with the largest

effectiveness ratios Most states had higher FMAP rates and higher family payments both 
:SeTSs o“otuer sutes. Most sLts are ‘low ability- sutes in the Urban Insonite smdy 

-states with low fiscal capacity and high child poverty.

Tlie Urban Tn.stitute developed an index (hat combines the siatcLs per capita income and its child 'e^els to (tetemnne high ability
-ability” stales by comparing each state’s level of personal income relative b> the proportion of poor children m the state.



Cynthia -

Here is HHS’s proposal for what we could share with states on child support financing. It’s 
interesting. It’s very general, and yet encompasses or suggests what 0MB is thinking of. It also 
puts other ideas on the table. I kind of like it. I suspect 0MB thinks it’s too general on their 
idea, and they don’t like putting other ideas on the table. What do you think?

Diana
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MAP/
Muior Option, for Child Support Enforcomont FJ™„„d„g

^Id support I” fuiancto,
tftese options can be combined in vaSous ways. ®nd elements of

"* W «»jor sou^s Of

l^ideoi, tiM incendves wUl b« p.y ^ Saicfbuirnim^d^^ **»»' l>y the
'hare of wpoKlituies is onrena/Appmsimattl^S
hilhon Under the Madmizin* dnd the inceotiv., .« $.4
the chtid support enforcement pro^T^Stte. “>'•1 «»”<», for
increased. The proportion that <«>«ld ^
^^tnunaad u, mnW d.. ma,

Child su|^rt»u^S^.SS “*'«« “>cirrieht to

programs and AeSiSiven^
Simplicity option. the^nandn^foTtiiclhildUnder 

changed so that Slates retain all assigned Tan| coll^^ program would be

;™2Ssssf„“..:r';a:siS3-^
^PPon payments ought to go to fS^"evenTf
payments would supplement child suBfv>Tt • i^ily is on welfare, and welfore>0 Familie. opdon 5? cluid MwimlT^montr
paid or -paased through- u, TAW ^ I ^lemativnly. a minimum mnoun,)
^ income couid be either mandated or a Sute of »c child ,u ,po„ payments
maxinuze payments to families such at ®dd»don, uther policies to■F^ily Fitrt- dirtribudnll^tty 1“ 1.““ tole
savings offsms would have m opdon (a to be cos. .oom.

TOTfiL P.02
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Child Support Enforcement Financing
I. -Goala

°
7 o

o

o

Serve all children in IV-D program'Max-w-ie
-Support national system, irhAle maintaining^flexibility 
for State programs^ fisJe/^Uok/n dJi&*tc^r^-fUnahor^s.l

Create proper incentives •CA,7dSu/>pD/4
Prevent <fh ci eg a J e^di versi on of child support collections 
to State-only programs under TANF

Maximize cost effective program operations^irtc/u<^/''^'S/.ii/>//-/icaf7'o»-i

II. Proeeas 

A, Develop parameters and options 

, o Stakeholder consultation

o Seek outside contractor assistance with issue analysis 

o Internal development of options (ongoing adjustments as 
information from contractors and consultations is 
considered)

B. -Finalize propogal .and-ehare with above afeakehcilders

III. St.V.hold.r
r\«

J,p- t/’

Two-phase approach:

o Consult with key stakeholders on critical questions 

o IV-D Directors (contact IV-D Directors to designate 
one IV-D Director representative per Federal 
Region)

o

o

o

Human Service Directors

State, Federal, and advocacy representatives

Key Congressional staff
yC, (apwa, nga, naco and ncsi^‘

Seek input from stakeholders on principal-policy option-^
appro^d^

(U
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Cck^ iAk» '

2.

Incentive Effect
--What funding mechanism fcr the child support program would 
create the right incentives to serve children?

--Under the current funding structure, what are the incentives 
•to serve some subgroups of families over others?

--What subgroups are currently underserved and what incentives 
would serve them better?
--How do the various program funding streams serve other 
program interest^^at loca' ^ »vell Rdcjal levels .

--How can the funding-'^s^.ertr^e eferiTctured to ensure that 
child support payrrLepts bph^it children to the maximum extent 
possible? X ,1- .-1 li. -LI-

n
-Moco con c>\;l<i'ivPpofV Kelp its noKi 'poov^ i

Federal/state Investment .
--To what extent does States' ability to set up separate StateCh.^Suppof'
assistance programs londer TT^NF undermine the Federal share of ©»'p>rcey»\C^ 
child support collections and what action, if any, is needed 
to protect the Federal investment in the program?
--What is the current level of non-Federal investment in the 
CSE program and how can we create incentives for increasing 
such investments?

--Does the ability of some 
in Federal funding plus t 
than they expend o] 
incentive to improyj 
families?

receive more ^ TANF collections 
ructure serve as an 
increasing support to

--Does the existing financing structure fairly balance Federal 
and State/local investments in the program?
Administrative Simplicity and Program Flexibility

--What aspects of the current funding structure are 
administratively complicated or burdensome?
--Does the current incentive structure support appropriate 
State/local innovations in CSE?
--What would States/localities change about the current 
funding structure if they could change anything?
--What changes in the current funding structure would help 
States/localities better integrate their CSE and TANF program>y without diminiohing-eerviooa ter^non-TANF populations? '

- IdKd-t49cfiv»‘4»e5>3<ti^51alesh»ftof P««j0^f»^rfe4^spe«^4o.^7
4o

inpea Ka-s-tU efi^V‘0e +k abilrk of f>
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4. External Issues
--What changes about the current funding structure would 
advocates recommend if they could change anything?

--How would any funding change affect the way child support 
enforcement services are provided to children and families?

--How will funding changes fit into the historical context of 
the program and within the past six years of increased federal 
presence and direction, including PRWORA?

--How would any funding changes be viewed by the general 
public and by the media?
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these optio^ can be combined in various ways. ^ "
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Optfemr There arc currentiy two major sources of Federal 
^ds for Ae cMd support program, a Federal natch for administrdtivc expenditures (66%) W 
^ mcentives funds paid to States. Assuming that H.R. 3130 is passed Sl^ed by the 

I^idCTt, the incentives will be paid to Suics based upon Stale performance The Federal 
>io '■r^r-Lr.^^rr. is cuiTently approximately $2._3 billion and the incentives arc ^

“5U>
m.
2 Miirimaiij^iinpIicitjr«t>Ho»?^Cmrently, TANF leeipieDts uma assira thrir ri.h, ^

FMAP^ r ^ ^ f" govem^ts based
'vra though the major welftre program has becoL a block gn^

,.. ,..........
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_^«b^r on a umform nauonal basis, or (b) savings offsets would’bave to be idendfi^.
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/
OPTION 1:

States would retain all assigned collections, eliminating any 
Federal share. Budget baseline would be reduced by an equal 
amount. States that improved TANF-related collections over 
estimated levels would retain additional collections.

Matching rates would vary by State with the average Federal funding 
rate reduced to about 25% to maintain cost neutrality. Total 
federal participation would be at about 40% including CSE incentive 
funds. Could include KOE provision.

PROS:

o Provides States with an added incentive to collect support on 
behalf of families receiving assistance

o

o

Controls administrative costs

Eliminates potential for loss of Federal revenue in State-only 
programs under TANF*

Better reflects the funding structure of the TANF program by 
eliminating division of TANF-related collections into State 
and Federal shares

CONS :
•Penal i; th

-to

States that are most successful in movingfamilies off TANF because they will absorb the full impact of
reduced TANF collections

Creates incentive for States to focus on TANF cases instead of 
non-TANF fatriliesT^^t-Aiiif imnimnhir^oh’ititr'new performance bonus
incentive formula incHdses inc£>i+iveb HOn-TAMF
Createsyi^centi\^ for States^o focU^ on least co^ly cases/^^ 

with greatest onance of immediate pay-off / ( ^

o

o

jyeatest ^ance of imr|;4diate ^y- 

Could reduce the size of^State programs
Reduced FFP could Foderal/State- partnarahip .an^^^eaken 

justification for extensive Federal requirement to standardize 
IV-D program to support interstate child support enforcement

Complex political and programmatic consequences as a result of
reducec^Federal investment

-o-

o

rundiug complexity would Increaee under formula
polth

•H—

Creates disparities among States' FFP rates depending, in 
part, upon unrelated factors such as State implementation of 
welfare reform and whether a State is high or low TANF benefit 
States.

(D



Option la:

States would retain all assigned collections, eliminating any Federal share. Require that x
percent of TANF-related collections be passed through to families. In order to offset part of the
increase in resources to State CSE programs, reduce FFP to effective match rate of 52 percent (in
FY97, Federal match rate of 40 percent) and offset other payments to States.

PROS:
O Provides States with an added incentive to collect support on behalf of families receiving 

assistance.

O Gets more money to poor families by requiring some pass through to TANFfamilies and 
by adding overall new resources to the IV-D system for this purpose.

O Controls administrative costs.

O Eliminates potential for loss of Federal revenue in State-only programs under TANF.

O Allows States to increase child support resources at a faster rate if they increase TANF
collections over baseline levels.

O Better reflects the funding strucutre of the TANF program by eliminating division of 
TANF-related collections into State and Federal shares.

CONS:

O Creates incentives for States to focus on TANF cases instead of non-TANF families. The 
new performance bonus incentive formula increases incentives to serve non-TANF ^ 
families.

Reduced FFP could weaken justification for extensive Federal requirement to standardize 
IV-D program to support interstate child support enforcement.

Complex political and programmatic consequences as a result of reduced direct Federal 
investment.

Creates differential financial impact on States.

DRAFT — Working Document
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OPTION 2»

Reduce FFP to 50 percent (saving @$50D million) and use savings to 
increase incentives pool, raising pool to ®$1 billion. Phase-in 
beginning in some future year;

Triggered State-only fix, under which, using existing authority 
under section 452(a)(4), Federal auditors evaluate State-only 
programs to identify a pattern of diversion of child support 
collections which otherwise would be TANF collections. State 
penalty would be an amount equal to the total amount of diverted 
support collections (rather than what would have been the Federal 
share); and

Eliminate use of FMAP to determine Federal/State share of 
collections. Alternatively, use 50/50 split to parallel equal 
split on administrative costs (could be cost neutral within pkg. by 
adjusting increased incentives)

Pros t 

o 

o

This approach meets all 5 goals

Ties more funding of State programs to performance by 
increasing incentives pool

Re(^ires States to bear equal share of administrative costs, 
using a phased in approach

Supports fix to State-only programs only if there is evidence 
of State intent to divert TANF cases with collections

Replaces Irrational tie to FMAP in determining the 
State/Federal share of collections with more logical 50/50 
split, which mirrors proposed Federal share of administrative 
costs

Cone; 

o

o 

o

Would require oversight/Federal audits to identify State-only 
programs which are intended to divert collections which would 
otherwise be TANF collections

Could frustrate improvement in poorest performing states 

Continues multiple financing streams

•(orA^u|A^ »hor«- iiZ'O

(!)
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B.

C

111.

Child Support Enforcement Financing

Goals
(T-

o Serve all children in IV-D program^
■\'Ue. folc 'in c,U» lA S>*pf»A 6cllce+ierv5

o Support national system^ while maintaining flexibility for State programs

o Create proper incentives for States, localities, parents and all additional stakeholders

o Prevent systematic diversion of child support collections to State-only programs 
under TANF

o Maximize cost effective program operations and effective program management 

• Promote financing simplification where appropriate

II. Process

A. Develop parameters and options

o Stakeholder consultation

o Seek outside contractor assistance with issue analysis

o Internal development of options (ongoing adjustments as information from 
contractors and consultations is considered)

Finnliac proposal with otakeholdero

The Administration, working with Congress, will prepare legislation

Stakeholder Consultation
i'lA

Two-phase approach:

o Consult with key stakeholders on critical questions

o IV-D Directors (contact IV-D Directors to designate one IV-D Director 
representative per Federal Region)

Human Service Directors



o State (including APJVA, NGA, NACO and NCSL), Federal, and advocacy 

representatives

o Key Congressional staff

o Seek input from stakeholders on general approach



Consultation Questions 

1. Incentive Effect

-What funding mechanism for the child support program would create the right incentives 
to serve children?

-Under the current funding structure, what are the incentives to serve some subgroups of 
families over others?

As the non-TANF caseload grows and the average income of families served may 
increase, what are the current impediments to receiving IV-D services?jjn

-What subgroups are currently underserved and what incentives would serve them better?

How can the program be structured in order to raise the total number of children 
served? UO^O receive cU\U suffcrr+ beH oi^+ o-f-H'«-

—How do the various program funding streams serve other program interests at the State and ^
local as well as the Federal levels? ' j

—How can the funding system be structured to ensure that child support payments benefit 
children to the maximum extent possible?

Does the current law regarding payment of a portion of the CSE costs by families
serve the best intcrcsts-ef children and the child support prograntf^lf not, what

( alternatives would better accomplish program goals? « servieeP.
V, -H'C. ce>^v»vi'i4-wift' -Hieir cvloiliry to r

Federal/State Investment

—To what extent does States' ability to set up separate State assistance programs under TANF 
undermine the Federal share of child support collections and what action, if any, is needed 
to protect the Federal investment in the program?

—What is the current level of non-Federal investment in the CSE program and how can we 
create incentives for increasing such investments?

- Some States/localities receive more in Federal funding plus the state share of TANF 
collections than they expend on the program structure. Does this serve as an incentive to 
improving services and increasing support to families? In addition, what types of activities 
are these funds currently spent on?

—Does the existing financing structure fairly balance Federal and State/local investments in



the program?

• What impact has the high effective match rate had on the ability of States to achieve
the goals of the child support programs?

3. Administrative Simplicity and Program Flexibility

-What aspects of the current funding structure are administratively complicated or 

burdensome?

—Does the current incentive structure support appropriate State/local innovations in CSE?

-What would States/localities change about the current funding structure if they could 

change anything?

-What changes in the current funding structure would help States/localities better integrate 
their CSE and TANF program while continuing to provide high quality services to non- 
TANF populations?

4. External Issues

—What changes about the current funding structure would advocates recommend if they 
could change anything?

—How would any funding change affect the way child support enforcement services are 
provided to children and families?

—How will funding changes fit into the historical context of the program and within the past 
six years of increased federal presence and direction, including PRWORA?

—How would any funding changes be viewed by the general public and by the media?



Major Approaches for Child Support Enforcement Financing

The Administration will consult with its Stakeholders on three major approaches for financing 
child support enforcement. These approaches are not exclusive of each other and elements of 

these approaches can be combined in various ways.

1. Ma»iiiiziag-Eec{bnaanee^pproach. There are currently two major sources of Federal 
funds for the child support program, a Federal match for administrative expenditures (66%) 
and incentives funds paid to States. Assuming that H.R. 3130 is passed and signed by the 
President, the incentives will be paid to States based upon State performance. The Federal 
share of expenditures is currently approximately $2.3 billion and the incentives are $.4 billion.

\ oe^nder the^laximizing Performance Approach", the proportion of the total financing for the 
child support enforcement program which is based upon State performance would be 
increased. The proportion that is based upon the Federal match would be reduced to make the 
total financing change cost neutral. Such a change could be phased-in.

2. MjAimiiing^implicity Approach. Currently, TANF recipients must assign their right to 
child support collections to the State when they apply for assistance. Child support collections 
in TANF cases are still split between the Federal and State governments based upon the 
FMAP rate, even though the major welfare program has become a block grant program.
Some people believe that this may encourage States to set up separate State programs and 
thereby divert child support collections from the Federal government. Under the “Maximizing-"

‘'Simplicity Approach," the financing for the child support program would be changed so that 
States retain all assigned TANF collections. Alternatively, the State share would be based 
upon a simpler split, rather than the FMAP. In order to make this cost neutral, (a) the Federal 
match could either be reduced, either on a varying State basis, or on a uniform national basis, 
or (b) savings offsets would have to be identified.

3. Maximizin^ayments to Families Approach. Currently, child support collections for 
TANF recipients are paid to the State (with certain limited exceptions in some States). TANF 
recipients receive "welfare payments", not "child support". Arguably, all child support 
payments ought to go to families, even if the family is on welfare, and welfare payments 
would supplement child support, not visa/versa. Under the ''Maximizing^ayments to 

Families Approach" all child support payments (or alternatively, a minimum amount) would be 
paid or "passed through" to TANF recipients. A disregard of the child support payments from 
income could be either mandated or a State option. In addition, other policies to maximize 
payments to families, such as eliminating the tax refund offset exception to the "Family First" 
distribution policy, could also be adopted. If this Approach is to be cost neutral, savings 

offsets would have to be identified.



POSSIBLE AGENDA 
CSE FINANCING MEETING 4/20/98

I. General review of where we are
Includes a discussion of what staff level work has been done, 
the issues we have encountered.

some of

II. Review of goals and questions

III. Review of General Approaches

IV. Staff Process -- next steps for staff level
Discussion to determine agreement on whether further options development 
is needed, what other clearance steps need to take place before external 
process can begin.

V. Consultation Process-- next steps for planning the consultation process 
Discussion on how/who/what is part of consultation process 
Discussion of possibility of external analysis
Agreement on rough timeline for various components of consultation 
process.



DRAFT 4/16/1998

TIMELINE FOR CONSULTATIONS

Complete Administration level conversations to assure agreement on process and options.
This process will include consideration of the timing of the Child Support Incentives
Legislation.

Month 1

1. Contact all appropriate organizations and Hill staff to inform them about the consultation 
process. Revise consultation process as necessary depending upon comments on process.

Month 2-3

1. Work with President of the IV-D Directors Association to get States to designate one State 
Representative from each of the ten Regions to represent the other States in the Region. 
We will attempt to include representatives of the IV-D Directors in as many other 
consultations with other organizations as appropriate and acceptable to the other 
organizations.

2. Preliminary discussion of issues with advocates, including CDF, NPWF, NWLC, CBPP, 
CLASP, and others.

3. Preliminary discussion with key Hill staff.

4. Discuss the commissioning of papers with outside groups and request as appropriate.

Month 4-5

1. First meeting with IV-D representatives. This could be done in conjunction with 
conferences in the Washington, D.C. area.

2. Preliminary discussion of issues at meetings in the area.

3. Preliminary discussion of issues with NCSL, NGA, and National Association of Counties.

4. Internal Administration discussion on development of options.

Month 6-7

1. HHS hosts interactive consultation meeting with IV-D representatives, advocates, and key 
hill staff.



2. Second meeting with IV-D representatives.

3. Host discussion at State Human Service Finance Officers Annual Conference.

Month 8-9

1. Third meeting with IV-D representatives. (Attempt to reach consensus, if possible).

2. Internal Administration discussion on development of options.

Month 10-11

1. Hold at least two addition discussions with advocates.

2. Hold at least two additional discussions with State Organizations - NGA, NCSL, & 

APWA.

3. Discussions with Hill Staff.

4. Internal Administration discussion on development of options.

Month 12

1. Draft proposed legislation, if any.
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Child Support Enforcement Financing "J)ibui_ (X^

I. Qs3h

V

-9P “

Serve all children in IV-D program^ ioduJ-V'^ 'paor

Sapporlj^atioAfi^cyot^ while maintaining flexibility for State program.^

Create proper incentivesfor Slates, localities, parents and all addiiionalsiakt holders

?re\enisystemtic diversion of child support collections 10 State-only programs under 
TANE

o Maximize cost effective program operations ,^3 iv^atje^nJUi (•

• Promote financing simplification -where appropriate

II. f.ms3ii

A. £>evelop parameters and options

o Stakeholder consulunion

o Seek outside contractor assistance with issue analysis

o Internal development of options (ongoing adjustments as information from 
contractors and consultations is considered)

B. Finalize proposal^S^^^ with stakeholders

C. The Adminisirutiun, working with Congress, will prepare legislation

lU. Stakeholder CommUation 

Two>phase approach:

o Consult with key stakeholders on critical questions

o IV-D Directors (contact IV-D Directors to designate one IV-D Director 
representative per Federal Region)

Human Service Directors
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o Slate (including APWA. NGA. NACO and WCSL). Federal, and advocacy 

representatives

o Key Congressional staff

o Seek input ftom stakeholders on general approach
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Consultation Ouestioi^s 

1. Incentive Effect

--\\Tiat funding mcclianisin for the child support program would create the right incentives 
10 serve children?

"Under the current fitnding sinicture, what are the incentives to serve .some subgroup.s of 
fiamilies over others?

As the non-TANF caseload grows tmd ihe average income of families served may 
increase, what are the current impediments to receiving IV-D services?

" Wliat subgroups arc currently undersetved and what incentives would serve them better?

How can the program he structured in order to raise the total number of children 
served-? ^ ckjcl -Support of 4i^ 3? D

—How do the various program iunding streams serve other program interests at the Stare and 
local as well as the Federal levels?

"How can the funding system be structured to ensure that child support payments benefit 
children to the maximum extent possible?

Does the current law regarding payment of a portion of the CSE cost^by families 
A ■serve the hem intomsts of chHdrerr artdlhccMldsttp 

i alternatives would better accomplish program goals?
'not, what

Ml cawwMV'«'-€viV' \t> l.^y, 4U-if aU I. K; 4^ '' -v
FederaVState Investment ' (

—To what extent does States' ability to set up separate State assistance programs under TANF 
undermine the Federal share of child support collections and what action, if any. is needed 
to protect the Federal investment in the program?

"What is the current level of non-Federal investment in the CSE program and how can we 
create incentives for increasing such invesmients?

— Some States/localitics receive more in Federal funding plus the state share of TANF 
collections than they expend on tlie program structure. Does this serve as an incentive to 
improving scivice,s and increasing support to families? In addition, what types of activities 
are these funds currently spent on?

—Poes the existing financing structure fairly balance Federal and Staie/local investments in



ID: RPR 19’98 23:27 No .004 P.05

3.

the program?

ly/iat impacl has the high ejfecihe match rate had on the ability of States toatihmv -o 
^4ftrguuls ofih^child support programs?

Administrative Simplicity and Kogram Flexibility

-Wliat aspects of the current funding structure are administratively cuinp)icated or 

hurdensome?

-Does llie cut rent incentive structure support appropriate State/local innovations in CSE?

-What would States/localities change about the current funding structure if they could 

change anything?

“AVhat changes in the cuireni funding structure would help States/localities better integrate 
their CSE and TANK program while continuing to provide high quality services to non- 
TANF populations?

External Issues

-What changes about the current funding structure would advocates recommend if they 

could change anything?

-How would any funding change affect the way child support enforcement services arc 
provided to children and families?

-How will ftinding changes fit into the historical context of the program and within the past 
six years of increased federal presence and direction, including PRWORA?

-How would any funding changes be viewed by the general public and by the media?
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lnce*iV'VC:>

M^or Approaches for Child Support Enforcement Financing

7
The Administration will consult with its Stakeholders on(fo^ajor approaches for financing child 

support enforcement. These approaches arc not exclusive of each other and elements of these 

approaches can be combined in various ways.

1. MnTtlmirhig PiTfnnmtni<Approach. There arc currently two major sources of Federal 
funds for the chUd support program, a Federal match for administrative expenditures (66%) and 
incentives funds paid to States. Assuming that H R. 3130 is passed and signed by the President, 
the incentives will be paid to States based upon State performance. The Federal share of 
expenditures is currently aoproximately $2.3 billion and the incentives are S.4 billion. Under the

PnrfnrmnntM^Approach**. the proportion of the total financing for the child support 
enforcement program vvhich is based upon State performance would be Increased. The proportion 
that is based upon the Federal match would be reduced to make the total financing change cost 
neutral. Such a change could be phased-in.
2. Maximleiiil^SinipUcity Approach. Currently, TANF recipients must assign their right to 

child support collections to the State when they apply tor assistance. Child support collections 
in TANF cases are still split between the Federal and State governments based upon the FMAP 
rate, even though the major welfare program has become a block grant program. Some people 
believe that this may encourage States to set up separate State programs Md thereby divert child 
support collections from the Federal government. Under the -Maximlang^implidty Approach," 
the financing for the chUd support program would be changed so that Stoics retain all assigned 
TANF collections. Alternatively, the State share would be based upon a simpler split, rather than 
the FMAP. In order to make this cost neutral, (a) the Federal match could either be reduced, 
either on a varying State basis, or on a uniform national basis, or (b) savings offsets would have 

to be identified.elcowhere. ^
3. Maxiiuirig^aymcntstoFammes Approach. Currently, child support collections for TANF 

recipients are paid to the State (with certain limited exceptions in some States). TANF recipients 
receive "welfare paymenls", not "child .support". Arguably, all child support payments ought 
to go to families, even if the family is on welfare, a^ welfare payments would supplement child 
support, not visa/versa. Under the “Maximiang^ayments to Families Approach all child 
support payments (or alternatively, a mimmum amount) would be paid or passed through to 
TANF recipients. A disregard of the cliild support payments from income could be either 
mandated or a State option. In addition, other policies to maximize payments to families, such 
as eliminating the tax refund offset exception to the "Family First" distribution policy, could also 
be adopted. If this Approach is to be cost neutral, savings offsets would have to be identified.
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Option 3:

Stales would retain all assigned collections, eliminating any Federal share. In order to offset part 
of the increase in resources to Stale CSE programs, reduce FTP to effective match rate of 52 
percent (in FY97, Federal match rate of 40 percent) and olfset other payments to Slates.

\ 7 Hcc,PROS:
O Provide-s States with an added incentive to collect support on bchall'of families receiving 

assistance.

Creates new flexibility for Stales to pass through collections to TANF families by 
allowing Slates use of 100% of collections, and by adding overall new resources to the 
IV-D system. ' ------

Controls administrative costs.

O

O

Fliminates potential for loss of Federal revenue in State-only programs under TANF.

Allows Suttes to increase child support re.sources at a faster rate ilThey increase J ANF 
collections over baseline levels.

Better rcnccts the Junding strucutre of the TANF program by eliminating division of 
TANF-relaled collections into State and Federal shares.

CONS;
Reduces resources to Slates that arc most successful in moving families ofFTANF 
becuase they will absorb the full impact of reduced TANF collections.

Creates incentives for States to focus on rANJ- cases instead of non-TANF families, O 
thereby balancing new pcrfonnance bonus incentive lonnula. '

Reduced FFP could weaken justification for extensive Federal requirement to standardize 
IV-D program to support interstate child support enforcement.

Complex political and programmatic consequences as a result of reduced direct Federal 
inve.stment.

Creates differential linancial impact on Slates.

DRAF'J' — Working Document
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Child Cuppout Bxi£orc®tn<»nt Financing

<^pal8
o Serve all in IV D px'ograw
o supporc nat-ioiJcil syetem, while maintaining f ley! hi lihy 

for State programe

o Create proper incentives~7

o Eliminate financial incentives for diverting collections 
through the creation of state-only programs

o Maximize cost ettective program opeiatione
^an />

ZZ. Procaaa ^
A. Develop parameters and options ^

o Stakeholder consultation
D Seek outside contractor assistance with issue analysis

o Internal development of options (ongoing adjustments as 
information from contractors and consultations is 
considered)

B. Finalize proposal and share with above stakeholders 

III. Stakeholder Consultation 

Two-phase approach:
o Consult with key stakeholders on critical qviestione

o IV-D Directors {contact IV-D Directors to designate 
one IV-D Director representative per Federal 
Region)

o IV-A Directors
o State, Fedei'al, and advocacy representatives

o Key Congressional staff

O APWA, NGA, NACO and NCSL
o Seek input from etakeholdere on principal policy option
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1, incexxtive Effect
--What funding mechanism for the child euppert program would 
create the right incentives to serve children?
- -Under the current funding structure, what are the incentives 
to serve some subgroupe of families over others?

--What subgroups are currexu-ly underserved and what incentives
would serve them better?
'--How do the various program funding streams serve other 

program interests?
--How can the funding system be struccuted to enaure that 
child support payments benefit children to the maximum extent 
possible?

2. Federal/State. Investment
--To what extent does states' ability to set up separate state 
afisistance programs under TANF undermine the Federal share of 
child support collections and what action, if any, is needed 
to protect the Federal investment in the program?
--What "iR the current level of non-Federal investment in the 
CSE program and how can we create incentives for increasing 
Buch invaotmentfi?
--Doqc the ability of some States CO receive more funding than 
they expend on the program structure serve as an incentive to 
improving Eiervicos and inereasing Hiipport to families?

--Does Che cxioting financing structure fairly balance Federal 
and state investments in the program?

3. Administrative simplicity and Program Flexibility

--What aspects of the current funding structure are 
adminiBtXeitively complicated or burdensoinB?
--Does the cvirteJiL incencive structure interfere with Staco 
innovations in CSE?
--What would States change about the current funding structure 
if they could change anyctiiny?
--What changes in me current funding structure would holp 
states better integrate their CSE and TANF program?
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OPTION It
peaces would iretain all aesigned colTftnt.ions, eliittinatirtCf any 
Federal share. Budget baBeline would be reduced by an equal 
amount. SLatos that improved TANF-r»lated collections over 
estimated levels would retain additional collections.
Matching rates would yary_by-Sfeate-with the average Federal funding 
rate reduced to about 2S%- to maintain coct neutral ■! ty . Total 
federal participation would be at about 40% including CSE incentive 
funds. Could include moe provision.

PROS;

O Provides States with an added incentive to collect support on 
behalf of families receiving assistance

Controls administrative costs
Eliminates potential for loss of Federal revenue in State-only 
programs under TAMF*
Better reflects the funding structure ot the tanf program by 
eliminating division of TANF-relsted collections into state 
and Federal shares

Provides States greater flexibility to pass collections on to 
TAMP* families

CONS

o

o

Penalizes the .qtates that are most successful in moving 
families off TANP because they will absorb the full impact of 
reduced TANP collectioriR
Creotco incentive for .States to focuB on TANF cases instead of ^ 
non-TANF families

Creates incentive for States to focus on least costly cases ^ 
with greatest chanco of immediate pay-off

Could reduce the size of State programs /

Reduced FFP could harm Pederal/State partnership and weaken 
justification for extensive Federal requirement to standardize 
iv-L) program
Complex political and progx“animatic conaequcnccc ac a r«eult of 
reduced Federal Investment

Funding complexity would increase under formula
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OPTION 2i
Reduc'd FFP Co 50 percent (aaving ®$soo million) and use savings to 
increase incentives pool, raising pool to 9$1 billion. Phase-in 
beginning in some future year;
Triggered state-only fix, under v/hich, using existing authority 
under section 452(a)(4), Federal auditors evaluate State-only 
programs to idenLify a pattern of diversion of r.hi id support 
collections which otherwise would be TANP collections. State 
penalty would be ai) amount ecjual to the total amount of diverted 
support collections (rather than what would have been the Federal 
share) and
Eliminate use of mAP to determine Federal/etato share of 
collections. Alternatively, use 50/50 split to parallel equal 
split on administrative costs (could be cost neutral within p)cg. by 
adjusting increased incentives)

Pras:
0 This approach meets all 5 goals

r> Ties more funding of State 
increasing incentives pool

programs to performance by

Requires States to bear equal share of administrative costs, 
using a phased in approach
Supports fix to State-only programo only if there is evidence 
of State intent to divert TANF cases with collections
Replaces irrational tie to FMAP in determining the 
Gtate/Feddral share of collections with more logical 50/50 
split, which mirrors proposed Federal share of administrative 
cooto

Cons; 

o

o 

o

Would require ovcrsight/Federal audits to identify State-only 
programs which are intended to divert collections which would 
otherwise be TANF collootions
Could fiusurote Improvement In poorest porforming states 

Continues multiple financing otreame
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Record
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Cynthia A. Rice/OPD/EOP, Emil E. Parker/OPD/EOP, Emily Bromberg/WHO/EOP, Barbara 
Chow/OMB/EOP

cc: Barry White/OMB/EOP, Keith J. Fontenot/OMB/EOP, Matthew McKearn/OMB/EOP, Sandra 
Yamin/OMB/EOP

Subject: opener for CSE dialogue

The following is a one-pager on simplifying the child support funding structure which reflects the 
commitment in the Budget to examine this issue and to propose legislation. It assumes enactment of the 
other CSE legislative proposals in the Budget: 1) conform paternity testing match to the administrative 
match rate; and 2) repeal the hold harmless provision.

Please let us know what you think of this proposal and your thoughts on next steps for bring HHS and 
others into the process. We would like to meet on this early next week.

e,#'
leg_prop.wpd

Ik

5 L

OLAJ^/ ^

Simplifying the Child SuppofTEnforcement Funding Structure

The FY 1999 Budget lays out the current complexity of the Child Support Enforcement (CSE) funding 
structure as well as some of the unintended incentives for the creation of State-only programs. States 
currently get Federal payments covering administrative costs at several different matching rates. States 
also get Federal incentive payments, levy user fees, keep a portion of TANF-related collections, and 
return a portion to the Federal government. In addition to making some preliminary simplifications, the 
Budget promises to, "hold a dialogue with the stakeholders of the child support program to look at ways to 
address these problems" and to prepare legislation taking into account these findings.

Towards this end, we are looking for a proposal that: 1) simplifies the CSE funding structure; 2) gives 
State CSE programs greater flexibility; 3) eliminates financial incentives for the creation of State-only 
programs; 4) does not decrease the amount of child support collected; 5) maintains critical interstate 
processes and standards; and 6) is cost neutral.

The following proposal provides a basis for discussion with stakeholders. It would be cost-neutral and 
would further simplify the child support financing structure into an 1) open-ended grant, and 2) incentive 
funds:

• States would be allowed to keep all TANF collections (including the Federal share);

• The current incentive payment structure would be maintained, with formula modifications 
consistent with the Administration’s report on incentive funding;

• The Federal administrative match to States would be adjusted by the estimated amount 
of the Federal share of collections that States would now be able to keep, resulting in a
cost-neutral swap. (y1 r^

In FY 1999, the Federal-share of collections should be equal to about 39 percent of estimated CSE costs.
■ / A)



ijsi - ic,
Allowing States to keep all TANF collections (both State and Federal shares) would provide almost 76 
percent of the resources necessary to support their estimated FY 1999 administrative costs.

This proposal would provide open-ended Federal financial participation that would cover 39 percent of 
costs in FY 1999, including both the administrative grant, enhanced ADP funds, and incentive funds. By 
FY 2003, Federal support would grow to an estimated effective match rate of 44 percent as the result of 
estimated increases in incentive payments. When Federal payments are combined with all TANF 
collections and existing State user fees, total resources for CSE would provide about 108 percent of 
anticipated child support costs in FY 1999.

This proposal would not decrease expected CSE resources available to States. It would simplify the flow 
of funds and better reflect the new relationship between the Federal and State governments estab-lished 
in welfare reform. This proposal would give States additional flexibility to design their own CSE programs, 
including passing through the full amount of child support to families. In addition, it would increase the 
incentives for States to serve TANF cases by more than doubling the amount that they would get to keep 
if they increased TANF-related collections. Finally, it would eliminate the incentive for States to create 
State-only programs solely to increase their share of TANF collections. States would still be able to set up 
State-only programs at no additional cost to the Federal government.

s ■ »
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Child Support Eaforcement Financing

Goals

o

o

o

o

o

o

PIcuC
e<.lleet-:r««>-for-aii-t:htWrgn- ck;|dr€..

Support national eyetem^ inalotetVir ^ C<

Simplify/rationalize Eundirig 

Create proper incentives
Protect Fnrtf>¥<Hl i ]'ii/enr,mfjnc ■'<?S fi€^|(0»7 o-f

Maximize cost effective program operations J

II. ErgfflMiA
A) Dc: v>elop

a Stakeholder consultation
o Seek outside contractor assistance with issue analysis

o Internal development of options (ongoing adjustments as 
information from contractors and consultations is 
considered)
Finalize proposal and share with above stakeholders

III. Stakeholder Consultation 

Two-phase approach:
o Consult with key stakeholders on critical questions

o IV-D Directors (contact IV-D Directors to designate one 
IV-D Director representative per Federal Region)

o State, Federal, and advocacy representatives

o Key Congressional staff
o APWA, NGA, NACO and NCSL

o Seek input from stakeholders on principal policy option
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rr>nR\ilt^t:ion Questione

1 What funding mechanism for the child support program would 

extort^ possible?
-o what extent does States' ability to set up separate State

■ assisCanSe programs under ThJJP ’'ifew
Of child support collections and what action, if any, is 
nLded to protect the Federal investment in the program.

Does the ability cf some States to receive more funding from 
■incentives and their share of collections ch3n they 
on the IV-D program under the existing financing structure 
serve as an incentive to improving services and increasing 
suddL? -rfamilies? iDoes the existing financing structure 
fairly balance Federal and State investments in the program.

..^dwin-wiil piovide ada^tioiml g'a Muudny

. r J .i. i. ^ dr<> HcW»V«s Ao 5i-b3^ups ^
- Uaie- ttc ‘^^2’ tonF age ^ ’ ,

r^v.(d MfIU-> bl*to

. ii.-K ^ * I V

1 r .(■ .. iV. daw ^ibk 1"

- Cb«S ^ 1 ,i
I J r w./4'/un Av-V-^- 'A ■'< py C‘t>Cd(c>

_ U.Ki^ u.ow.a C>^CdU..nt v

Cl^c.

- .,U .u«i- -
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OPTION li States would retain all assigned collections,

u.o„a\>e .M .9M.-4 ‘io-i iocr-Ji-'J
PROS:

Simplifies program funding streams
Provides States with anVinciitive to collect support on 

behalf of families receiving assistance

Controls administrative costs
Eliminates potential for lost of Federal revenue in State-
only programs under TM.F.only pioyiaiiio u*iv.auF*

Penalizes the States that are most successful in moving 
families c£f TANF because they will absorb the full impact 
of reduced TANF collections

^ c r ,Creates inc^ive for States to focus on-easieot to

2^d22«S^Admtniafe«afcione goal fe-o-ensure- parental 
-responsibii-i^'-4oi?-al'4 *chii4»e^ , a>^ rk&^rvo^s 

3 le5,s,lat.v^ ^
Would reQulre^exeenaivo- ohangco in otatute-and app^^ff-i^a£■»/«>- 
pT~r»/^ftC5B inrlndinfr-tn incentives and set-aside funding 
sources and distribution

Federal share of expenditures from 66 
to 25%, could reduce the size of some State programs.

s Cf9s„y^
Reduced FFP would eauge--igrepa*able-fe»«n--fee godoral-/Ctato- 
portncrohip and oortrvT^^ weaken justification for extensive 
Federal requirements to standardize IV-D program, especially 

in interstate cases.
iSioM ^intrastate political and programmatic consequences r«iul+4
of—fche- reduced Federal investment ^d-l^Bfl-eg-i«^f^l^eftce on 
,5^te-l€gi-sl-ative deei-ei-oae—impeoting iv -D pe-ogromi^

W dpileclvons o^/ts e6^.ivvak<^ tcvcK \aa.->M

ahle^o lcpcpa\\ o? cx3()t *.v-‘w''

o ru-«;v,.\.v; I. e»l -fc TAk»T .hTr
O l?^«^uccd cjrfsWr Sis'? r>/k%txid^ inue‘.,^<vuM-f ^ pbWidN

iAx^towCci Sfek ‘ v>-^V .
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OPTION 2;
Reduce FFP to 50 percent (saving @$500 million) and use savings 
to increase incentives pool, raising pool to Cv$l billion. Phase- 

in beginning in some future year;
Triggered State-only fix, under which, using existing authority 
under section 452(a)(4), Federal aud-itors evaluate State-only 
programs to identify a pattern of diversion of chl..d support 
collections which otherwise would be tanf collections. State 
penalty would be an amount equal to the total amount 
support collections (rather than what would have been the Federal
share); and
Eliminate use of FMAP to determine Federal/State chare of 
collections. Alternatively, use 50/50 split to parallel ecfual 
split on administrative costs (cost neutral overall but involves 
some minor redistribution among States)

Pros; 

o 

o

This approach meets all 5 goals
Ties more funding of State programs to performance by 
increasing incentives pool
Requires States to bear equal share of administrative costs, 
using a phased in approach
Supports fix to State-only programs only if there is 
evidence of State intent to divert TANF cases with 
collections
Replaces irrational tie to FMAP in determining the 
State/Pederal share of collections with more logical aO/SO 
split, which mirrors proposed Federal share of 
administrative costs

.CPHS.JL
Would require oversight/Federal audits to identify State- 
only programs which are intended to divert collections which 
would otherwise be TANF collections

Continues multiple financing streams
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Impact. o£ State-only programs on Child Support*

3ust over cne next ^ ^ federal share
to Sl-OBim.

o Child support collection data redSct!ons'"V
o£f is attributable mostly to enforcement

increased from $3038 to $3301.

rSiSln!"ev^n XsrSest^^rMSnrSrear to be too 

high.

° ^"oara^; lt«fdl?l»rf®%hfILunt*^enrvl”«ormlllion 

loss of TANF collections.
0 One welfare budget expert stated that the present loss of 

wllectionS due to State-only P«9tame r."infinitesimal". ,^°t a variety of ^aaone mP^, |t«e^ 
budget considerations, lack of State creativity 
not setting up State-only programs to the extent many 
experts predicted a year ago.

States considering that route not to do so.

^ re ”v^g-lnlypr^a^ TO date, they have not seen evidence of such 

State action,
o The issue of State-only programs hasadlressed in the proposed TANF regulations. There are
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.. • -if states divert families into separate
«.ulr.ing in a loan nha

Federal share of collections.
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Ch»r.=teri.tic5 of Potential Funding Mecbanians 

Collections I
O mpacta incentives to work non-revenue producing cases

o Flexible State use
o I^apacts incentives for parents to cooperate and pay support 

Incentives!
o Impacts performance

FPP»
o Impacts partnership and ability to control nationwide 

Standards
o Impacts State investment



ID: MRR 16’98 5:25 No.008 P.Ol

FAX COVER

Income Maintenance Branch ^ ^
Office of Management and Budget
Executive Office of the President /H|R|V
Washington, D.C. 20503 M R H

To: ^oHuY\d^

Organization:

Fax Number; 6?m3i

From:

Dale/Time:

Number of Pages: Cover

f (case WE. 'A/t'C*.; ffwofriw

1

Income Maintenance Fax Number: (202) 395-0851 
Voice Confirmation: (202) 395-4686



ID: MflR 16’98 5:25 No.008 P.02

AD^^NISTRATION FOR CMn.DREN AND PAMAJES 

Office of LtgliUHve Affaire »nd Budget

FAX Date: S " ^ ^

Number of pages including cover sheet: ^

From:
0/My^

d

Phone: Phone: ^“0! ' 5 / 7J

Fax phone; >3^ ^ I Faxphone: V(^/ ~ *iS(fi

CC:

REMARKS: Q Urgent □ For your review □ Reply ASAP □ Please comment

JU~ul- ^vwr, X- U-Ouj^ /U ‘i-o

^'jJL 'ff GC9c, a
]U^ ^ ^ '/

1^ 3:/t> ■

370 L’Onfiint Promenade, S.W., Washwigion, D.C. 20447



ID: MflR 16’98 5:26 No .008 P.03

DRAFT -- DRAFT -- DRAFT -- DRAFT -- DRAFT -- DRAFT -- DRAFT 

Child Support Enforcement Financing

I. Goals

o Maximize collections for all children

o Support national system

o Simplify/rationalize funding

o Create proper incentives

o Protect Federal investment
o Maximize cost effective program operations

II. Process

o Stakeholder consultation
o Seek outside contractor assistance with issue analysis

o Internal development of options (ongoing adjustments as 
information from contractors and consultations is 
considered)

o Finalize proposal and share with above stakeholders

III. fitakahelAftg Consultation

Two-phase approach s
o Consult with key stakeholders on critical questions

o IV-D Directors (contact IV-D Directors to designate one 
IV-D Director representative per Federal Region)

o State, Federal, and advocacy representatives

o Key Congressional staff

o APWA, NGA, NACO and NCSL
o Seek input from stakeholders on principal policy option
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rnnaultation OuestionB
1. What funding mechanism for the child support program would 

maximize collections to children? How do the various 
program funding streams serve other program interests?
How can the funding system be structured to ensure that 
child support payments benefit children to the maximum 
extend possible?

2. To what extent does States' ability to set up separate State 
assistance programs under TANK undermine the Federal share 
of child support collections and what action, if any, is 
needed to protect tlie Federal investment in the program?

3 Does Che ability of some States to receive more funding from 
incentives and their share of collections then they expend 
on Che iv-D program under the existing financing structure 
serve as an incentive to improving services and Increasing 
support to families? Does the existing financing structure 
fairly balance Federal and State investments in the program?

Edwin will provide additional q's Monday
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OPTION li States would retain al.l anBigned collections, 
eliminating any Federal share. Budget baseline would be reduced 
by an equal amount. (It appears chat the Federal funding race 
would have to be reduced to approximately 25% to maintain cost 
neutrality.) There would be no cap on Federal funding.

PROS:
o Simplifies program funding atrcams
o Provides States with an incentive to collect support on 

behalf of families receiving assistance

o 

o

CONS:

Controls administrative costs
Eliminates potential for loet of Federal revenue in State- 
only programs under tanf*

Penalizes the States that are most successful in moving 
families off TANF because they will absorb the full impact 
of reduced TANF collections
Creates incentive for States to focus on easiest-to-work 
TANF cases, to detriment of non-TANF families (ignoring the 
cost-avoidance benefit of providing services to the working 
poor) or more difficult/costly TANF cases and thus 
undermines Administration's goal to ensure parental 
responsibility for all children
Would require extensive changes in statute and appropriation 
process, including to incentives and set-aside funding 
sources and distribution
Drastic reduction in Federal share of expenditures from S6 
to 25% could reduce the B.i7.e of some State programs.
Reduced FFP would cause irreparable harm to Federal/State 
partnership and seriously weaken justification Cor extensive 
Federal requirements to standardize IV-D program, especially 
in interstate cases.
Ignores intrastate political and progratmT>atic consequences 
of the reduced Federal investment and loss of influence on 
State legislative decisions impacting IV-D program.
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OPTION 2 I
Reduce FFP to 50 percent (saving e$500 million) and use savings 
to increase incentives pool, raising pool to ®$1 billion. Phase- 
in beginning in some future year;
Triggered State-only fix, under which, using existing authority 
under section 452(a)(4), Federal auditors evaluate State-only 
programs to identify a pattern of diversion of child support 
collections which otherwise would be tanf collections, State 
penalty would be an amount equal to the total amount of diverted 
support collections (rather than what would have been the Federal 
share); and
Bliminate use of PMAP to determine Federal/State share of 
collections. Alternatively, use 50/50 split to parallel equal 
split on administrative costs (cost neutral overall but involves 
some minor redistribution among States)

o

o

This approach meets all 5 goals
Ties more funding of State programs to performance by 
increasing incentives pool
Requires States to bear equal share of administrative costs, 
using a phased in approach
Supports fix to State-only programs only if there is 
evidence of State intent to divert TANF cases with 
collections
Replaces irrational tie to FMAP in determining the 
State/Pederal share of collections with more logical 50/50 
split, which mirrors proposed Federal share of 
administrative costs

Cons;
Would require oversight/Federal audits to identify State- 
only programs which are intended to divert collections which 
would otherwise be TANF collections

Continues multiple financing streams
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Impact, of State-only programs on Child Support*

o TANF collections have leveled off and are expected to rise 
just slightly over the next five years, rising from $2,580m 
in fy98 to 2,838m in fy2003, with the net federal share 
(after incentives) rising from $l,022m to $i,087m.

o Child support collection data suggests that this leveling
off is attributable mostly to TANF caseload reductions. At 
the same time, other factors, including stronger enforcement 
efforts, have offset much of the reduction in caseloads. In 
fact, collections for all cases actually increased from $387 
in fy96 to $443 in fy97 and collections from paying cases 
increased from $3038 to $3301.

o Last year, CBO and HHS budgets assumed a relatively modest 
decrease in TANF collections attributable to State-only 
programs, from 2.5 percent of TANF collectione in fy 98 to 
10 percent in the out years. Based upon current 
information, even those modest projections appear to be too
high.

o In 1997, seventeen states chose to fund programs with
separate State dollars. The amount spent was $206 million 
out of nearly $9 billion in State MOE. Fifty-four percent 
was spent on child care. Most of the rest was spent to 
assist two parent families or qualified legal immigrants. 
These are not the type of cases where there is much, if any, 
loss of TANF collections.

o One welfare budget expert stated that the present loss of 
TANF collections due to State-only programs is 
"infinitesimal”. For a variety of reasons (NPRM, State
budget considerations, lack of Stat^creativity)_States are
not setting up State-only programs to the extent many 
experts predicted a year ago.

o Last year the Administration issued guidance to States on 
the TANF program which included a warning not to set up 
State-only programs as a means to keep all TANF collections. 
Congress issued similar warn.lngs. By all accounts, that 
guidance had a chilling effect on States and convinced 
States considering that route not to do so.

o The auditors for the child support program are monitoring
State conduct for loss of T7VNF collections due to State-only 
programs. To date, they have not seen evidence of such 
State action.

o The issue of State-only programs has additionally been 
addressed in the proposed TANF regulations. There are
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penalr.y implications if States divert families into separate 
State program vmder a pattern resulting in a loss or the 
Federal share of collections.
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Char.cl«rl.ties of Potentl.l Fundtng MechOBiHw 

CollACtionst
O Impacts incentives to work non-revenue producing cases

o Flexible State use
o impacts incentives for parents to cooperate and pay support

inceatlveo >
o Impacts performance

PPP«
o impacts partnership and ability to control nationwide 

Standards
o ImpactB State investment
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Child Support Enforcement Financing ' ' ^ 

Stakeholders Dialogue

Consultation Process

-fn'

Two-phase approach:

o Introduce critical questions to key stakeholders to initiate 
discussion and generate ideas

o Seek input from stakeholders on principal policy option

Stakeholder Consultation Strategy

1. Meet to discuss critical questions (either jointly or 

separately) with:

o IV-D Directors (contact IV-D Directors to designate one 
IV-D Director representative per Federal Region)

2.

3.

State, Federal, and advocacy representatives

Key Congressional staff

\

o APWA, NGA, NACO and NCSL 

Seek outside contractor assistance with issue analysis 

Finalize proposal and share with above stakeholders

\

Consultation Questions

1. What funding mechanism for the child support program would 
maximize collections to children? How do the various program 
funding streams serve other program interests?

2. To what extent does States' ability to set up separate State 
assistance programs under TANF undermine the Federal share of 
child support collections and what action, if any, is needed 
to protect the Federal investment in the program?

3



3. Does the ability of some States to receive more funding from 
incentives and their share of collections then they expend on 
the IV-D program under the existing financing structure serve 
as an incentive to improving services and increasing support 
to families? Does the existing financing structure fairly 
balance Federal and State investments in the program?
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transfer poverty rate and has enabled more 
people to leave welfare for work. Thus, fewer 
individuals have had to rely on safety net 
programs to pull themselves out of poverty.

Efficiency in Reducing Poverty: The pov­
erty gap is the amount by which the incomes 
of all poor people fall below the poverty line. 
“Efficiency” in reducing poverty is defined as 
the percentage of Government benefits of a 
particular type (e.g., social insurance pro­
grams) that help cut the poverty gap. For ex­
ample, if $1 out of every $2 in Category A 
helps cut the poverty gap, the “efficiency” of 
Category A is 50 percent.

Before counting Government benefits, the 
poverty gap was $194.5 billion in 1995. 
Benefits from Government programs cut it 
by $135 billion, or 69 percent. Of the $135 
billion cut, social insurance programs ac­
counted for $90 billion, means-tested benefits 
for $43 billion, and Federal tax provisions 
for $2 billion.

All told, according to Census Bureau data, 
social insurance benefits totaled $338 billion 
in 1995. Thus, 26 percent of their funding 
(the $90 billion, above) helped cut the poverty 
gap. Means-tested benefits totaled $78 billion, 
according to Census data. Thus, 56 percent 
of the handing (the $43 billion, above) helped 
cut the poverty gap.

The evidence is clear: whether measured 
by their impact on poverty gaps, or on 
moving families out of poverty, income security 
programs largely succeed. Social insurance 
programs play the largest role in cutting 
poverty, but means-tested programs—targeted 
more narrowly on the poor—are more efficient.

Employee Retirement Benefits

Federal Employee Retirement Benefits: 
The Civil Service Retirement and Disability 
Program provides a defined benefit pension for 
1.8 million Federal civilian employees and 
800,000 U.S. Postal Service employees. In 
1997, the program paid $42 billion in benefits 
to 1.7 million retirees and 600,000 survivors. 
Along with the defined benefit, employees can 
participate in a defined contribution plan the 
Thrift Savings Plan (TSP). Employees hired 
since 1983 are also covered by Social Security. 
(For a discussion of military retirement pro­

grams, see Chapter 26, “Veterans Benefits and 
Services.”)

Private Pensions: The Pension and Welfare 
Benefits Administration (PWBA) establishes 
and enforces safeguards to protect the roughly 
$3.5 trillion in pension assets. The Pension 
Benefit Guaranty Corporation (PBGC) protects 
the pension benefits of nearly 42 million work­
ers and retirees who earn traditional (i.e., “de­
fined benefit”) pensions. Through its early 
warning program, PBGC also works with sol­
vent companies to more fully fund their pen­
sion promises, protecting the benefits of 1.2 
million people in 1996 alone. To encourage re­
tirement savings, the President signed legisla­
tion in 1996 that establishes a new, simplified 
pension plan for small businesses.

In 1999, the PWBA will:

• reduce, to 12 percent, the percentage of 
employee benefit plan audits that do not 
comply with professional accounting and 
auditing standards, compared to 1996; and

• increase, by 2.5 percent, the number of 
fiduciary investigations closed in which 
plan assets are restored, compared to 
1996.

Tax Treatment of Retirement Savings: 
The Federal Government encourages retire­
ment savings by providing income tax benefits. 
Generally, earnings devoted to workplace pen­
sion plans and to many individual retirement 
accounts (IRAs) are exempt fi-om taxes when 
earned and ordinarily are taxed only in retir^ 
ment, when lower tax rates usually 
Moreover, taxpayers can defer taxes on the ii^ 
terest and other gains that add value of thes^ 
retirement accounts, including all 
IRAs. These tax incentives amount to $84 
lion a year—one of the three largest sets " 
preferences in the income-tax system. lii,

in ensuring that the national child

Child Support Enforcement FinanctM 
The Federal Government has a strong intei^ 
in ensuring that the national child sup^ 
system is effective. Funding of the Child >. 
port Enforcement (CSE) program, howeve| 
mains complicated. States get Federalll 
ments to cover administrative costs at s 
different matching rates. States also ge, 
eral incentive payments, levy user fe^ 
a portion of TANF-related collections, 
turn a portion to the Federal Governin'’
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Federal retention of TANF-related payments 
is a legacy of the old AFDC program in 
which States and the Federal Government 
shared in funding AFDC and, thus, in collect­
ing child support for AFDC recipients. With 
welfare reform. States have great freedom 
to design assistance for families with depend­
ent children. States, however, must continue 
to share a portion of child support collections 
with the Federal Government. The need to 
share collections may serve as a disincentive 
for States to pass through the full amount 
of child support to families, and it creates 
an unintended incentive for States to serve 
needy families through programs funded only 
with State dollars. Spending on these “State- 
only” programs continues to count under 
the TANF maintenance-of-effort requirement, 
but child support collections on behalf of 
these families do not need to be shared 
with the Federal Government.

The Administration will hold a dialogue 
with the stakeholders of the child support 
program to look at ways to address these 
problems and, working with Congress, will 
prepare legislation. The budget takes a first 
step towards simplilying the child support 
funding structure by 1) conforming the match 
rate for paternity testing with the basic 
administrative match rate; and 2) repealing 
the hold harmless provision established under 
the welfare reform law.

Under current law, States have resources 
equal to about 110 percent of the amount 
that they spend on their State Child Support 
programs. The proposed changes would reduce 
the State windfall by less thEm two percent 
of program costs and save the Federal Govern­
ment about $300 million over five years.

Finally, the Administration supports cost- 
neutral changes to the pending Child Support

Incentives legislation, as the Department of 
Health and Human Services proposed in 
its 1997 report to Congress, mandated by 
the welfare reform law.

Allocation of Administrative Costs 
Among Welfare Programs: The budget pro­
poses to address projected Federal cost in­
creases in Food Stamps and Medicaid that 
arise from changes in the way States charge 
costs to the Federal Government to administer 
these programs as well as TANF.

Before welfare reform. States charged most 
common costs of the three programs to AFDC. 
With TANF—which consolidated cash welfare 
assistance and related programs and limited 
the amoimt of funds that could go for adminis­
trative purposes—many States have sought 
to charge fewer of their expenses to TANF 
and more to Food Stamps and Medicaid, 
which still provide open-ended matching funds 
for State administrative costs.

To date, HHS has not approved State 
requests to change their cost allocation plans 
in order to increase administrative reimburse­
ments under Food Stamp and Medicaid. Nei­
ther the Administration nor Congress envi­
sioned such cost increases—which would ex­
ceed a projected $500 million a year—in 
crafting welfare reform.

In 1999, the Administration plans to let 
States change their cost allocation plans 
to charge more of their common administrative 
costs to Food Stamps and Medicaid. But 
to prevent Federal costs from rising, the 
budget proposes Food Stamp and Medicaid 
changes that would cover the costs. Specifi­
cally, it would cut the matching rates for 
administrative costs in Food Stamps and 
Medicaid from 50 percent to 47 percent.


