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Child Support Enforcement Program Incentive
Payments: Background and Policy Issues

Summary

The Child Support Enforcement (CSE) program was enacted in 1975 as a
federal-state-local partnership to help strengthen families by securing financial
support from noncustodial parents. The CSE program serves both welfare and non-
welfarefamilies. All 50 statesand the four jurisdictions of the District of Columbia,
Guam, Puerto Rico and the Virgin Islands operate CSE programs. In FY 2006, the
CSE program collected $23.9 billion in child support payments and served 15.8
million child support cases. In FY 2006, CSE program expenditures amounted to
$5.6 billion. The CSE program is funded with both state and federal dollars. The
federal government bears the majority of CSE program expenditures and provides
incentive payments to the states for success in meeting CSE program goals.

P.L. 105-200, the Child Support Performance and Incentive Act of 1998,
replaced the old incentive payment system to states with a revised system that
providesincentive payments based on apercentage of the state’ s CSE collectionsand
incorporates five performance measures related to establishment of paternity and
child support orders, collections of current and past-due support payments, and cost-
effectiveness. P.L. 105-200 set specific annual caps on total federal incentive
payments and required states to reinvest incentive payments back into the CSE
program. The exact amount of a state’s incentive payment depends on its level of
performance (or the rate of improvement over the previous year) when compared
with other states. In addition, states are required to meet data quality standards. If
states do not meet specified performance measures and data quality standards, they
face federal financial penalties.

P.L. 109-171 (the Deficit Reduction Act of 2005) prohibited federal matching
(effective October 1, 2007) of state expenditure of federal CSE incentive payments.
Thismeansthat CSE incentive paymentsthat are received by states can no longer be
used to draw down federal funds. Therepeal of federal reimbursement for incentive
payments reinvested in the CSE program has garnered much concern over itsfiscal
impact on the states and hasrenewed interest in the incentive payment system per se.

Thisreport describes the current CSE incentive payment system, explains how
stateincentive payments are derived, presents some of the state trends, and discusses
thefollowinglist of issues: (1) doesthe CSE incentive payment system reward good
performance? (2) should incentive payments be based on additional performance
indicators? (3) should TANF funds be reduced because of poor CSE performance?
(4) why aren’t theincentives and penalties consistent for the paternity establishment
performance measure? (5) should incentive payments be based on individual state
performance rather than aggregate state performance? and (6) will the elimination of
the federal match of incentive payments adversely affect CSE programs?

The data analysis in this report covers the five-year period FY 2002-FY 2006.
This report will not be updated.
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Child Support Enforcement Program
Incentive Payments:
Background and Policy Issues

Introduction

Sincethe Child Support Enforcement (CSE) program’ senactment in 1975, the
federal government has paid incentives (monetary payments) to states to encourage
them to operate efficient and effective CSE programs.! The incentive payment
systemispart of the CSE program’ s strategic plan that rewards statesfor working to
achievethe goalsand objectivesof the program. Incentive payments, although small
when compared tofederal reimbursement paymentsfor stateandlocal CSE activities,
are avery important component of the CSE financing structure. Together with the
incentive payment system is a penalty system that imposes financial penalties on
states that fail to meet certain performance levels. The purpose of the two
complementary systems is to reward states for results while holding them
accountablefor poor performance, thereby motivating statesto focustheir effortson
providing vital CSE services.

P.L. 105-200, the Child Support Performance and Incentive Act of 1998
(enacted July 16, 1998), replaced the old incentive payment system to states” with a

! The 1975 enacting legislation (P.L. 93-647) based incentive payments solely on child
support collections made on behalf of welfare (i.e.,, Aid to Families with Dependent
Children (AFDC)) families. In 1984, pursuant to P.L. 98-378, the law expanded the
incentive payments formula to include child support collections made on behalf of
nonwelfarefamilies. For alegislative history of CSE incentive payments, see Appendix A.
Also note that the AFDC entitlement program was replaced by the Temporary Assistance
for Needy Families (TANF) block grant pursuant to P.L. 104-193 (the 1996 welfarereform
law).

2Under the oldincentive payment system, each state received aminimumincentive payment
equal to at least 6% of the state’ s total amount of child support collections made on behalf
of AFDC/TANF families for the year, plus at least 6% of the state’ s total amount of child
support collections made on behalf of non-AFDC/TANF familiesfor theyear. The amount
of a state’s incentive payment could reach a maximum of 10% of the AFDC/TANF
collections plus 10% of the non-AFDC/TANF collections, depending on the state’ sratio of
CSE collections to CSE expenditures. There was an additional limit (i.e., cap), however,
ontheincentive payment for non-AFDC/TANF collections. Theincentive payment for such
collections could not exceed 115% of incentive paymentsfor AFDC/TANF collections. In
addition, theoldincentive payment systemincorporated only one performance measure(i.e.,
cost-effectiveness) in determining incentive paymentsto states. One of the main criticisms
of the old incentive payment system was that it did not provide an incentive for states to

(continued...)
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revised revenue-neutral (with respect to the federal government) incentive payment
systemthat (1) provided incentive payments based on apercentage of the state’ sCSE
collections; (2) incorporated five performance measures related to establishment of
paternity and child support orders, collections of current and past-due child support
payments, and cost-effectiveness; (3) phased in the incentive system, with it being
fully effectivebeginningin FY 2002; (4) required reinvestment of incentive payments
into the CSE program; and (5) used an incentive payment formulaweighted in favor
of Temporary Assistance for Needy Families (TANF) and former TANF families.

P.L. 105-200 stipulated that the revised incentive payment system had to be
revenue-neutral (with respect to thefederal government), which resultedinanannual
cap on incentive payments. Congress capped incentive payments by legislating the
total amount of incentive paymentsthat states (in aggregate) could earnin each fiscal
year. Federal law stipulates that the aggregate incentive payment to the states can
not exceed the following amounts: $422 million for FY 2000, $429 million for
FY2001; $450 million for FY2002; $461 million for FY 2003, $454 million for
FY 2004; $446 million for FY2005; $458 million for FY2006; $471 million for
FY2007; and $483 million for FY2008. For years after FY 2008, the aggregate
incentive payment to the statesis to be increased to account for inflation. Congress
based the capped aggregate incentive payment amount on Congressional Budget
Office (CBO) projections of incentive payments at the time that the Child Support
Performance and Incentive bill was passed.’

P.L. 105-200 also revised the financial penalty system for the CSE program to
reflect that improved performance is especialy critical in three areas. paternity
establishment, child support order establishment, and current child support
collections. If specified performance standards are not met in these three areas,
financial penalties against the state’s TANF program are imposed.

Beforethe beginning of FY 2008, thefederal government wasrequired to match
incentive fundsthat statesreinvested in the CSE program. P.L. 109-171 (the Deficit
Reduction Act of 2005) prohibits federal matching (effective October 1, 2007) of
state expenditureof federal CSE incentive payments. Thismeansthat CSE incentive
paymentsthat arereceived by statesand reinvested in the CSE program are no longer
eligible for federal reimbursement. So, instead of receiving 66% federal matching
funds for incentive payments that are reinvested in the CSE program, the states
receiveno federal matching fundsfor suchincentive payments. Therepeal of federa
matching funds for incentive payments reinvested in the CSE program has garnered

2 (...continued)

improve their programs because every state regardiess of performance received the
minimum incentive payment. There was general agreement by Congress that states whose
CSE programs performed poorly should not be rewarded with federal funds.

% In FY 1998, the incentive payment, which at that time came out of the gross federal share
of child support collected on behalf of TANF families, was $395 million. Beginning in
FY 2002, child support incentive payments were no longer paid out of the federal share of
child support collections made on behalf of TANF families. Instead, federal funds have
been specifically appropriated out of the U.S. Treasury for CSE incentive payments.
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much concern over its fiscal impact on the states and has renewed interest in the
incentive payment system per se.

This report describes the current CSE incentive payment system, provides
information on financial penalties that are imposed on states if incentive payment
data are unreliable or if performance standards are not met, explains how state
incentive paymentsare derived, discusses some of the statetrends, and presentssome
policy issues concerning incentive payments.

In addition, the report includes two appendices. Appendix A presents a
legidlativehistory of CSE incentive payments. Appendix B includesseveral detailed
state tables that display unaudited incentive performance scores for each of the five
performance measures.” Table B-1 shows incentive payments by state for each of
the following years — FY 2002, FY 2003, FY 2004, and FY 2005 — and the amount
that each state received.”> Table B-2 presents CSE incentive payments for FY 2002
together with unaudited incentive performance scores for each of the five
performance measuresfor FY 2002. TableB-3 presents CSE incentive paymentsfor
FY 2003 together with unaudited incentive performance scores for each of the five
performance measuresfor FY 2003. Table B-4 presents CSE incentive paymentsfor
FY 2004 together with unaudited incentive performance scores for each of the five
performance measuresfor FY 2004. TableB-5 presents CSE incentive paymentsfor
FY 2005 together with unaudited incentive performance scores for each of the five
performance measures for FY 2005. Table B-6 shows only the unaudited incentive
performance scores for FY 2006.

Background

The CSE program was enacted in 1975 as a federal-state-local partnership to
help strengthen families by securing financial support from noncustodial parents.
The CSE program serves both welfare and non-welfare families. In FY 2006, the
CSE program collected $23.9 hillion in child support payments and served 15.8
million child support cases. In FY 2006, total CSE program expenditures amounted
to $5.6 billion, of which $458 million were incentive payments (i.e., 8% of total
program expenditures). In FY 2006, the CSE program collected $4.58 in child
support (from noncustodial parents) for every dollar spent onthe program. The CSE
program isfunded with both state and federal dollars. Thefederal government bears
the majority of CSE program expenditures and provides incentive payments to the
states for success in meeting CSE program goals.

* The unaudited incentive performance scores are readily available each year when the
federal Office of Child Support Enforcement (OCSE) publishesits preliminary datareport.
In this report the unaudited scores serve as a proxy for the actual (audited) performance
indicator scores upon which actual incentive payments are based. (OCSE does not
consistently publish actual (audited) performance indicator scores.)

®> OCSE has not yet published data on CSE incentive payments by state for FY 2006.
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Financing Elements of the CSE Program

Therearefivefunding streamsfor the CSE program. (For moredetails, see CRS
Report RL33422, Analysis of Federal-Sate Financing of the Child Support
Enforcement Program, by Carmen Solomon-Fears.)

First, states spend their own money to operate a CSE program; the level of
funding alocated by the state and localities determines the amount of resources
available to CSE agencies.®

Second, the federal government reimburses each state 66% of all alowable
expenditures on CSE activities. Thefederal government’ sfunding is* open-ended”
inthat it paysits percentage of expenditures by matching the amounts spent by state
and local governments with no upper limit or ceiling. The federal government’s
financial participation in the CSE program is the program’ s largest revenue source.

Third, the federal government provides states with an incentive payment to
encouragethemto operate effective programs. Federal |aw requiresstatesto reinvest
CSE incentive payments back into the CSE program or related activities. Effective
October 1, 2007, P.L. 109-171 (enacted February 8, 2006) prohibitsfederal matching
of state expenditures of federal CSE incentive payments. This meansthat beginning
October 1, 2007, CSE incentive payments that are received by states and reinvested
in the CSE program are no longer eligible for federal reimbursement.

Fourth, states collect child support on behalf of families receiving Temporary
Assistance for Needy Families (TANF) to reimburse themselves (and the federal
government) for the cost of TANF cash paymentsto thefamily. Federal law requires
familieswho receive TANF cash assistance to assign their child support rightsto the
state in order to receive TANF. In addition, such families must cooperate with the
stateif necessary to establish paternity and secure child support. CSE collectionson
behalf of families receiving TANF cash benefits are used to reimburse state and
federa governments for TANF payments made to the family (i.e., child support
payments go to the state instead of the family, except for amounts that states choose
to “pass through” to the family as additional income that does not affect TANF
eligibility or benefit amounts).

¢ Asindicated earlier, the federal share of total CSE expendituresis 66%. This meansthat
the state’s share of total CSE expenditures is 34%. The following report found that in
aggregate 25% of the state’ sshare of CSE expendituresisfinanced with incentive payments
(i.e., dollarsreceived from the federal government). According to a Department of Health
and Human Services (HHS)-commissioned report, “While the mix of funding sources for
each state is different, financing for the state and local share of CSE expenditures for the
nation as a whole comes from state general fund appropriations (42%), federal incentive
payments (25%), the state share of retained TANF collections (15%), and county general
fund appropriations (9%). Overall, fees and other cost recoveries finance a negligible
proportion (2%) of state and local shares of CSE expenditures.” Source: Sate Financing
of Child Support Enforcement Programs: Final Report, prepared for the Assistant Secretary
for Planning and Evaluation and the Office of Child Support Enforcement, Department of
Health and Human Services, prepared by Michael E. Fishman, Kristin Dybdal of the Legin
Group, Inc. and John Tapogna of ECONorthwest, September 3, 2003, p. iii.
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The formulafor distributing the child support payments collected by the states
on behalf of TANF families between the state and the federal government is still
based on the old Aid to Families with Dependent Children (AFDC) federal-state
reimbursement rates,” even though the AFDC entitlement program was replaced by
the TANF block grant program.? Under existing law, states havethe option of giving
some, all, or none of their share of child support payments collected on behalf of
TANF familiesto the family. Pursuant to P.L. 109-171 (effective October 1, 2008),
states that choose to pass through some of the collected child support to the TANF
family do not have to pay the federal government their shares of such collections if
the amount passed through to thefamily and disregarded by the state does not exceed
$100 per month ($200 per month for a family with two or more children) in child
support collected on behalf of a TANF (or foster care) family. (For additional
information, see CRS Report RL34105, The Financial Impact of Child Support on
TANF Families: Smulationfor Selected Sates, by Carmen Solomon-Fearsand Gene
Falk.)

Fifth, application fees and costs recovered from nonwelfare families may help
finance the CSE program. In the case of nonwelfare families, the custodial parent
can hireaprivate attorney or apply for CSE services on their own. The CSE agency
must charge an application fee, not to exceed $25, for families not on welfare who
apply for CSE services. The CSE agency may charge thisfeeto the applicant or the
noncustodial parent, or pay the fee out of state funds. In addition, a state may at its
option recover costs in excess of the application fee. Such recovery may be either
from the custodial parent or the noncustodial parent. Feesand costs recovered from
nonwelfare casesmust be subtracted fromthe state’ stotal administrative costsbefore
calculating the federal reimbursement amount (i.e., the 66% matching rate).

Moreover, effective October 1, 2006, P.L. 109-171 requires families that have
never been on TANF to pay a $25 annual user fee when child support enforcement
effortson their behalf are successful (i.e., at least $500 annually is collected on their
behalf). Thestate can collect the user feefrom the custodial parent, the noncustodial
parent, or the state can pay the fee out of state funds. Thisannual user feeis separate
from the application fee.

"Under old AFDC law, the rate at which states were reimbursed by the federal government
for the costsof cashwelfarewasthe Federal Medical Assistance Percentage (FMAP), which
variesinversely with state per capitaincome(i.e., poor stateshave ahigher federal matching
rate, wealthy stateshavealower federal matching rate). The FMAP rangesfromaminimum
of 50% to a statutory maximum of 83%. Likethe old AFDC program, current law requires
that child support collections made on behalf of welfare (i.e., TANF) families be split
between the federal and state governments according the FMAP. If a state has a 50%
FMAP, thefederal government isreimbursed $50 for each $100 in child support collections
for TANF families; if a state has a 70% FMAP, the federal government is reimbursed $70
for each $100 in child support collectionsfor TANF families. Inthefirst example, the state
keeps $50 and in the second exampl e, the state keeps $30. Thus, stateswith alarger FMAP
keep a smaller portion of the child support collections.

8 The TANF block grant replaced the AFDC entitlement program pursuant to P.L. 104-193,
the 1996 welfare reform law. Because the CSE incentive payments have changed
significantly since 1975 (when the CSE program was enacted), this report refers to both
AFDC families/cases and TANF families/cases, depending on the time frame.
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Purpose of the Current CSE Incentive Payment System

From the outset, incentive payments were provided by the federal government
to the statesto encourage them to operate effective CSE programs. P.L. 105-200, the
Child Support Performance and Incentive Act of 1998, was designed to further
improve the CSE program by linking incentive payments to states' performance in
five mgor areas. Instead of rewarding states only for their program’s cost-
effectiveness, therevised incentive payment system wasdesigned to reward statesfor
good performance in five different areas that were closely related to children
obtaining child support payments (from their noncustodial parent). The new system
was touted as one that would provide real incentives for the states to improve the
CSE program, help families attain self-sufficiency, and support important societal
gods like paternity identification and parental responsibility.’

The current CSE incentive payment system al so adds an element of uncertainty
to what used to be a somewhat predictable source of incomefor states. Althoughin
the aggregate, states receive higher incentive payments than under the earlier
incentive payment system, the total amount availableisfixed, and individual states
have to compete with each other for their share of the capped funds. Under the
revised incentive system, whether or not a state receives an incentive payment for
good performance and the total amount of its incentive payment depends on several
factors: the total amount of money available in a given fiscal year from which to
make incentive payments, the state’ s successin obtaining collections on behalf of its
caseload, ™ the state' s performancein five areas (see text box below), the reliability
of a state's data, and the relative success or failure of other states in making
collections and meeting the performance criteria.

Moreover, unlike the old incentive system which allowed states and countiesto
spend incentive payments on whatever they chose, the current incentive system
requires that the incentive payment be reinvested by the state into either the CSE
program or some other activity which might lead to improving the efficiency or
effectiveness of the CSE program (e.g., mediation/conflict-resolution services to
parents, parenting classes, efforts to improve the earning capacity of noncustodial
parents, etc.). Further, beginning October 1, 2007, federal matching funds are not
available to increase the value of incentive payments.

° Department of Health and Human Services. News Release. HHS Submits Plan to
Congress on New Rewards for Sates to Improve Child Support Collections. March 13,
1997.

19 The CSE program serves both welfare and nonwelfare families in its caseload. OCSE
defines a CSE “case” as anoncustodial parent (mother, father, or putative/alleged father)
who isnow or eventually may be obligated under law for the support of a child or children
receiving services under the CSE program. If the noncustodial parent owes support for two
children by different women, that would be considered two cases; if both children have the
same mother, that would be considered one case.
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Calculation of State CSE Incentive Payments

The CSE incentive payment structureisvery complex. For afuller explanation
of how state incentive payments are calculated, see the example given in the CSE
FY 2006 data report.™*

CSE incentive payments to states are based on several factors including state
collections of child support payments and the performance of the statesinfive areas.
The five performance measures are related to (1) establishment of paternity, (2)
establishment of child support orders, (3) collection of current child support, (4)
collection of child support arrearages (i.e., past-due child support), and (5) cost-
effectiveness of the CSE program.

CSE Performance M easur es

Paternity Establishment. States have two options:

(1) CSE Paternity Establishment Percentage (PEP). State performance on paternity
establishment is calculated by dividing the total number of children in the state’s CSE caseload
during the fiscal year (or at state option at the end of the fiscal year) who were born outside of
marriage and for whom paternity has been established by the total number of childrenin the
state’ s CSE casel oad as of the end of the preceding fiscal year who were born outside of
marriage;

(2) Statewide Paternity Establishment Percentage (PEP). State performance on paternity
establishment is calculated by dividing the total number of minor children who were born
outside of marriage and for whom paternity has been established during the fiscal year by the
total number of children born outside of marriage during the preceding fiscal year.

Establishment of Child Support Orders. State performance on support ordersis calculated by
dividing the number of casesin the CSE caseload for which there is a support order by the total
number of casesin the program.

Current Payments. State performance on current payments is obtained by dividing the total
dollars collected for current support in cases in the CSE caseload by the total amount owed on
support in these cases which is not past-due.

Arrearage Payments. State performance on arrears (i.e., past-due payments) is obtained by
dividing the number of casesin which there was some payment on arrearages during the fiscal
year by the total number of cases in which past-due support is owed. (Cases in which the family
was formerly on welfare, and in which arrearages are collected by federal income tax intercept,
do not count as an arrearage payment case unless the state shares the collection with the family.)

Cost-Effectiveness. State performance on cost-effectiveness is determined by dividing the total
amount collected through the child support program by the total amount spent by the program to
make these collections.

Under the CSE incentive payment system, each of the five performance
measuresis trandated into a mathematical formula (see text box that follows). The
amount of incentive payments for a particular performance measure is based on a
standard that is specified in law. For each performance standard, there is an upper

! Go to the following website and scroll nearly to the end of the document to the section
entitled How an Incentive Payment isdetermined: [http://www.acf.dhhs.gov/programs/cse/
pubs/2007/preliminary_report/].
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threshold. All statesthat achieve performancelevelsat or abovethisupper threshold
are entitled to the maximum possible incentive for that performance measure.
Simultaneously, thereisa so aminimum level of performance below which statesdo
not receive an incentive, unless the state makes significant improvement over its
previous year’' s performance.

To determine astate’ s incentive payment, the following computations must be
made. First, each state’' s performance percentage for each performance measureis
separately determined and translated i nto the applicabl e percentagefor that particular
performance measure. If the performance percentage is at or above the upper
threshold, the applicable percentage for that performance measure would be 100%.
If the performance percentageisbel ow thelower threshol d, the applicabl e percentage
for that performance measure would be 0%." If the performance percentageisin
between these two points (the upper and lower threshol ds), the applicabl e percentage
is obtained by referring

to the tables specifiedin

federa law (Section Performance Thresholds (and applicable percentage)
458(b)(6) of the Social If PEP 80%, then 100% if <50%, then 0%
; > 0, then () If < o, T ()
tSls(éurl ty ':IE: ? (I ?I}nezcr:] CO :; If order establishment  >80%, then 100% if <50%, then 0%
P If current support > 80%, then 100% if <40%, then 0%
measures. Forexample, | |farrearages >80%,then100%  if < 40%, then 0%
with regard to the | Ifcost-effectiveness  >5.00,then 100% if < 2.00, then 0%

establishment of child
support orders, if the
state’' s performance percentage for this measure is 70%, meaning that 70% of CSE
casesin the state have a child support order, the applicable percentage is 80% (The
tables showing all of the applicable percentages for each performance measure are
in Section 458(b)(6)(B) of the Socia Security Act).

Second, after the applicable percentage for each performance measure is
determined, that percentage is multiplied by the“ collections’ base for an individual
state. The collections base is calculated by multiplying child support collections
made on behalf of TANF families, Title IV-E foster care families and Medicaid
families in the state by a factor of 2 and then adding that amount to the amount of
collections made on behalf of families that were never on welfare [2 x (TANF
collections + formerly on TANF collections)+ never on TANF collections].™

12 At the low end of the performance scale, thereisaminimum level below which astateis
not rewarded with an incentive payment unless the state demonstrates a substantial
improvement over the prior year’s performance. Even though substantial improvement is
recognized, the law stipulates that the incentive payment in such cases cannot exceed 50%
of the maximum incentive possible for that performance measure. The substantia
improvement provisions do not apply with respect to the cost-effectiveness performance
measure.

3 1t was decided during the negotiations on revising the incentive payment system that,
because collecting child support on behalf of TANF and former-TANF familiesisgenerally
more difficult than collecting child support on behalf of families who had never been on
TANF, theincentive formulashould provide agreater emphasis on collectionin TANF and
former TANF cases. Moreover, it was mentioned that collectionsin TANF cases provide

(continued...)
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Third, if the performance measureis paternity establishment, child support order
establishment, or current collections, then the resulting amount (i.e., the applicable
percentage multiplied by the collections base) is multiplied by 100%. If the
performance measure is past-due collections (i.e., arrearages) or cost-effectiveness,
then the resulting amount is multiplied by 75%. These calculations result in
maximum incentives for each performance measure.

Fourth, the maximum incentives are added together. The dollar amount that is
obtained by adding together the five maximum incentives for each performance
measure is called the maximum incentive base amount.

Fifth, all of thestates' (includesthefour jurisdictions: the District of Columbia,
Guam, Puerto Rico, and the Virgin Islands) maximum incentive base amounts are
then added together for atotal maximum incentive base amount.

Sixth, each state’ s individual maximum base amount is compared to the total
maximum incentive baseamount. Themathematical formulawould be— maximum
state incentive base/sum of al state incentive bases. Anindividual state’s share of
the total is the percentage that is used to determine the state’'s actual incentive
payment. For example, if a state’'s share of the total is 17%, then the state will
receive 17% of the capped incentive payment for the fiscal year in question. In
FY 2007 for exampl e, the state’' sincentive payment would be $80,070,000 (.17* $471
million).

The federal government makes incentive payments to states on an on-going
quarterly prospectivebasi susing state estimates of what their incentive paymentswill
total. After the audited performance data (discussed below) are available, OCSE
reconciles the incentive payment actually earned with the amount previously
estimated, and received, by the state.™*

13 (...continued)

direct savings to the state and federal governments. The incentive payment formula thus
doublesthecollectionsmade on behalf of TANF and former-TANF casesto givethem extra
emphasis. (See Office of Child Support Enforcement, Department of Health and Human
Services. Child Support Enforcement Incentive Funding. Report to the House Ways and
Means Committee and the Senate Finance Committee. February 1997. p. 8.)

14 Qudy of the Implementation of the Performance-Based Incentive System — Interim
Report, by the Lewin Group (Karen Gardiner, Michael Fishman, and Asaph Glosser) and
ECONorthwest (John Tapogna). Prepared for the Office of Child Support Enforcement.
October 2003. p. 19.
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Data Reliability

Before enactment of P.L. 105-200, incentive payments (under the old system)
were not dependent on datareliability. Although auditswere performed at least once
every three years to ensure compliance with federal CSE program requirements, the
audits were focused on administrative procedures and processes rather than
performance outcomes and results.

Under current federal law, states are accountable for providing reliable dataon
atimely basis or they receive no incentive payments. The datareliability provisions
were enacted as part of P.L. 105-200, which established the current incentive
payment system. They areinthelaw to ensuretheintegrity of theincentive payment
system. The federal Office of Child Support Enforcement (OCSE) Office of Audit
performs datareliability audits to eval uate the compl eteness, accuracy, security, and
reliability of data reported and produced by state reporting systems. The audits help
ensure that incentives under the Child Support Performance and Incentives Act of
1998 (P.L. 105-200) are earned and paid only on the basis of verifiable dataand that
the incentive payments system is fair and equitable. If an audit determines that a
state’ s data are not complete and reliable for agiven performance measure, the state
receives zero payments for that measure.”

If states do not meet the data quality standards, they do not receive incentive
paymentsand are subject to federal financial penalties. Although estimated incentive
paymentsare sent to states on aprospective quarterly basi s, those estimated incentive
payments are reconciled to the actual incentive payment earned after the auditing
process. Thus, if astatefailsthe audit on aparticular performance measure, the state
would not receive an incentive payment for that measure (i.e., the state’s funding
would be reduced to reflect the audit’ s findings).*°

Theaudit for thefiscal year generally beginsat the beginning of acalendar year
(after thefiscal year has ended) and is completed by early summer.” States provide

> FY 2004 was thefifth year that OCSE cal culated and paid incentivesto states for meeting
performance standards in five performance measure areas. According to OCSE, 50 states
and jurisdictions passed the audits for FY2004. Source: U.S. Department of Health and
Human Services. Administration for Children and Families. Office of Child Support
Enforcement. Office of Child Support Enforcement FY 2004 Annual Report to Congress.
April 2007. [http://mwww.acf.dhhs.gov/programs/cse/pubs/2007/reports/annual _report/#26]

16 According to the federal regulations (45 CFR Part 304.12): Each state calculates the
federal government’ sshareof child support paymentscollected on behalf of TANFfamilies.
Then the state retains one-fourth of its annual estimate of incentive payments from the
federal government’s share of child support collected on behalf of TANF families each
guarter. Following the end of afiscal year, the OCSE will calculate the actual incentive
payment the state should have received based on the reports submitted for that fiscal year.
If adjustmentsto the estimate are necessary, the state’ s quarterly TANF grant award will be
reduced or increased because of over- or under-estimates for prior quarters and for other
adjustments.

" Thereby, the audit of FY 2007 (October 1, 2006-September 30, 2007) incentive payment
(continued...)
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the assigned regional OCSE office with a universe of cases and audit trails. From
this universe, a sampleis selected. The auditor selects at least 150 cases from the
state’ suniverse. State are required to provide auditors with documentation, through
access to state computerized/automated systems and hard copies of documents for
each of the sample cases. The auditor reviews the sample cases to determine if the
items he or she is trying to verify are correct. For example, if the documentation
indicates that $450 in current support was paid during the fiscal year, the auditor
looksup thecollection history for that particul ar case on the state’ sautomated system
to determine if the $450 figure is correct. Federal regulations (Title 45 CFR Section
305.1(i)) require data to meet a 95% standard of reliability.** Once the audit is
completed, thegeneral practiceisfor an auditor fromadifferent field officetoreview
thefindings. Moreover, the OCSE headquarters staff that work on auditsal so review
audit findings. Informational sessions and opportunities to contest the findings are
available during the audit process.*

Federal Financial Penalties

The CSE performance-based penalty system providesthat afinancial penalty be
assessed when data submitted for calculating state performance is found to be
incomplete or unreliable. Penalties may also be assessed when the calculated level
of performance for any of three performance measures — paternity establishment,
support order establishment, or current collections — fails to achieve a specified
level or when states are not in compliance with certain child support requirements.

There is an automatic corrective action year if performance measures and data
reliability arenot achieved. The correctiveactionyear istheimmediately succeeding
fiscal year following the year of the deficiency. If the state’s data are determined
complete and reliable and the related performance is adequate for the corrective
action year, the penalty is not imposed.

If the corrective action was unsuccessful, the financial penalty isareductionin
the state’s TANF block grant. Historically, Congress has linked the CSE program
and the TANF (and old AFDC) program. Currently Section 402(a)(2) of the Social
Security Act (Title IV-A which dealswith TANF (and used to pertain to the AFDC
program)) stipulates that the governor of a state must certify that it will operate an
approved CSE program asacondition of receiving TANF block grant funding. Since

17 (...continued)

datawould usually begin in January 2008 and generally would be completed by July 2008.
Oncetheaudit iscompleted, estimated incentive paymentswould be reconciled with actual
incentive payments.

18 Title 45 CFR Section 305.1(i) states that “...data may contain errors as long asthey are
not of a magnitude that would cause a reasonable person, aware of the errors, to doubt a
finding or conclusion based on the data.”

¥ qudy of the Implementation of the Performance-Based Incentive System — Interim
Report, by the Lewin Group (Karen Gardiner, Michael Fishman, and Asaph Glosser) and
ECONorthwest (John Tapogna). Prepared for the Office of Child Support Enforcement.
October 2003. p. 14.



CRS-12

the enactment of the CSE program in 1975, there has always been a provision in
federal law that linked poor performance (and penalties) or noncompliance in the
CSE program with areduction in Title IV-A funding.

Under the performance-based audit procedures (Section 409(a)(8) of the Social
Security Act), agraduated penalty equal to 1%-5% of the federal TANF block grant
is assessed against astate if (1) on the basis of the data submitted by the state for a
review, the state CSE program fails to achieve the paternity establishment or other
performance standards set by the HHS Secretary;® (2) an audit finds that the state
data areincomplete or unreliable; or (3) the state failed to substantially comply with
one or more CSE state plan requirements, and the state fails to correct the
deficiencies in the fiscal year following the performance year (i.e., the corrective
action plan year).

The penalty amount is calculated as not less than 1% nor more than 2% of the
TANF block grant program for the first year of the deficiency. The penalty amount
increases each year, up to 5%,% for each consecutive year the state' s data are found
to beincomplete, unreliable, or the state’ s performance on apenalty measurefailsto
attain the specified level of performance.

According to the CSE annual data report for FY 2004: “In 2004, nine States
received a penalty after the FY2003 corrective action year for the FY2002
performance period. Six States filed appeals to the Department Appeals Board.” %

State Trends

A state’ s share of incentive payments depends on many factorsthat are distinct
to its population and CSE caseload. CSE collection can be straightforward. In most
CSE cases paternity has already been established and in amajority of casesthe child
support order was established at the time of the divorce or separation. Further, many
noncustodia parents are up-to-date in their child support payments and do not owe
any past-due (arrearage) payments. However, in other cases meeting CSE
performance measures can be more difficult. Although not exactly sequential, the
CSE performance measures are very interdependent. A child support order cannot
be established if paternity has not been legally determined. Child support payments

2 There are three performance measures for which states have to achieve certain levels of
performance in order to avoid being penalized for poor performance. These measures are
(1) paternity establishment [specifically mentioned in the federal law — Section
409(a)(8)(A) of the Saocial Security Act], (2) child support order establishment, and (3)
current child support collections[theselast two performance measures were designated by
the HHS Secretary — 45 CFR Section 305.40].

2 The penalty amount is calculated as not less than 2% nor more than 3% of the TANF
block grant program for the second year of the deficiency. The penalty amount iscal culated
as not less than 3% nor more than 5% of the TANF block grant program for the third or
subsequent year of the deficiency.

22 Office of Child Support Enforcement, Department of Health and Human Services. Office
of Child Support Enforcement FY2004 Annual Report to Congress. April 2007.
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cannot be collected or enforced unless a child support order has been established.
Arrearage payments cannot be collected if current child support is not paid. States
that have more cases that require services such as paternity establishment, child
support order establishment, and payment of arrearagesgenerally haveatougher time
collecting child support than states that do not face such challenges.

In FY 2005, the aggregate incentive payment amount was $446 million. Among
the 50 states and the 4 jurisdictions of the District of Columbia, Guam, Puerto Rico,
and the Virgin Islands, CSE incentive payments in FY 2005 ranged from a high of
$41.7 million in Californiato alow of $108,972 in the Virgin Islands.®

Asmentioned earlier, incentive payments are afunction of astate’ s collections
base, which islargely dependent on population size. Thus, the aggregate amount of
incentive dollars received by individual states are a poor indicator of a state’s
performancewith respect toindividual performance measures. Asdiscussedinmore
detail later, incentive paymentsarenot directly correlated with performance. Inother
words, even though a state may receive a high incentive payment, the state's
performance on one or several individual performance measures may be very poor.
Thisresultsbecause child support collectionsarethecritical determinant of incentive
paymentsto states. In fact, the top ten states with regard to collecting child support
(in FY2002-FY2005) were the top ten states with regard to high incentive
payments.®

Performance Incentive Scores

The data presented in this report are based on the unaudited incentive payment
performance scores. These data are readily available each year when OCSE
publishes its preliminary data report. Over the years, states have made significant
improvement in the area of datareliability. Accordingto thefinal report on FY 2004
data, only four jurisdictions failed data reliability audits.

A comparison of FY 2002 performancescoredatato FY 2006 performancescore
data® shows that CSE program performance has improved with respect to all five
performance measures. The following scores represent the total score for al 54
jurisdictions for each of the performance measures (referred to in this analysis as
national averages). The national average for the paternity establishment score went
from 73% (CSE program measure rather than statewide measure) in FY 2002 to 90%
in FY 2006; the score for child support order establishment increased from 70% to
77%,; the scorefor current child support collections increased from 58% to 60%; the

% The OCSE has not yet published actual incentive payment data by state for FY 2006.

2 During the four-year period FY2002-FY 2005, the states with the highest incentive
paymentswere California, Texas, Pennsylvania, New Y ork, Michigan, Florida, New Jersey,
and Wisconsin. These states also are the most populous states.

% The table for the FY 2002 data can be found at [http://www.acf.dhhs.gov/programs/
cse/pubs/2003/reports/prelim_datareport/]. The table for the FY 2006 data can be found at
[http://www.acf.dhhs.gov/programs/cse/pubs/2007/preliminary_report/].
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score for child support arrearage cases increased from 60% to 61%; and the cost-
effectiveness score increased from 4.13 to 4.58.

If statetrendsare examined intermsof the median score of thefive performance
measures rather than the average score, the time-trend is similar to the trend in the
national averages, but the performance of the median state, over thefive-year period,
tends to be slightly higher than that of the average state with respect to paternity
establishment, child support order establishment, and cost-effectiveness. Withregard
to the other two performance measures (i.e., current collections and arrearages), the
median score is the same or almost the same as the average score.® The median
score for paternity establishment went from 87% in FY 2002 to 94% in FY 2006; the
scorefor child support order establishment increased from 71% to 79%; the scorefor
current child support collections increased from 57% to 59%; the score for child
support arrearage cases did not change from 61%; and the cost-effectiveness score
increased from 4.49 to 4.70.

Thefollowing analysisexaminestheindividual CSE performance measuresfor
the five-year period FY 2002-FY 2006. It focuses on the median,?” maximum, and
minimum scores for all five performance measures.

Paternity Establishment Percentage (PEP). Oneof thegoalsof the CSE
program has always been to establish paternity for those needing that service. Infact
the official title of the program when it was enacted in 1975 and to thisday is Child
Support and Establishment of Paternity. The CSE program’s strategic plan for
FY 2005-FY 2009 reiterates this by indicating that goal #1 of the program isthat all
children have an established parentage and the program triesto achieve thisgoal by
increasing the percentage of children with alegal relationship with their parents.

As mentioned earlier in the CSE performance measures text box, states have
two optionsfor determining the Paternity Establishment Percentage (PEP). They can
use a PEP that is based on data that pertains solely to the CSE program or they can
use a PEP that is based on data that pertains to the state population as awhole. In
effect, the PEP compares paternities established during the fiscal year with the
number of nonmarital births during the preceding fiscal year.

During the period FY2002-FY 2006, the median PEP score among the 54
jurisdictions®with CSE programsranged from 86.64 in FY 2002t0 94.11in FY 2006
(with adlight dip in FY2004). The maximum PEP score was 130.75 in FY 2002, it
rose to 190.70 in FY 2003 and dropped to 122.12 in FY2006. A PEP of 100% or
more generally means that the state has established paternity for more than just the
newbornswho were born outside of marriage in the specified year (i.e., the state has

% The median reflects the performance of the middle-ranked state, with all states weighted
equally.

2 The median score sometimes better illustrates trends because unlike the mean (i.e.,
average) it is not affected by very high or very low scores.

% Accordingto preliminary FY 2002 data, Guam had the maximum PEP score of 452.87, but
that score for Guam was excluded because of conflicting data.
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established paternity for many older children as well).” The minimum PEP score
fluctuated during the period FY 2002 through FY 2006. It started at 50.83 and ended
at 59.44.

Figure 1. Paternity Establishment Scores:
Maximum, Median, Minimum

0.00

t t t
FY2002 FY2003 Fy2004 FY2005 FY2006

FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Median 86.64 90.15 89.85 91.47 94.11
Maximum 130.75 190.70 117.76 112.42 122.12
Minimum 50.83 63.90 63.21 54.05 59.44

Note: The x on the line graphs highlights the median score. In FY 2002, on the basis of preliminary
data, Guam had the maximum score (452.87). However, because of other conflicting datafor Guam,
that outlier PEP for Guam was excluded from this analysis. The next highest PEP score in FY 2002
was 130.75 (Idaho).

Source: Chart prepared by the Congressional Research Service based on data from the Office of
Child Support Enforcement, Department of Health and Human Services.

Child Support Order Establishment Percentage. Goa #2 in the
FY 2005-FY 2009 Strategic Plan of the Child Support Enforcement Programisfor all
children in the CSE casel oad to have child support orders. The second performance
measure focuses on the percentage of CSE casesthat have achild support order (i.e.,
a legally-binding document that requires the noncustodial parent to pay child
support).

2 Asmentioned earlier in the text box, astate may use asits PEP either the CSE PEP or the
statewide PEP. The state CSE PEP is based on the entire number of children in the CSE
caseload who had been born outside of marriage, regardless of year of birth, and whether
paternity had been established for them. If the CSE PEP is more than 100%, then the
number of children on the CSE rolls who were born outside of marriage but had paternity
established ontheir behal f exceeded the number of children on the CSE rollswho were born
outside of marriage in any previous year. Whereas, if the statewide PEP is more than
100%, then the number of paternities established in the current fiscal year exceeded the
number of babies born outside of marriage in the preceding fiscal year.
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During the period FY2002-FY2006, the median child support order
establishment score among the 54 jurisdictions with CSE programs rose each year,
starting at 71.28in FY 2002 and ending at 78.96 in FY 2006. The maximum scorefor
this performance measure fluctuated; it started at 92.03, reached a high of 96.00 in
FY 2005 and declined back to 92.98 in FY2006. The minimum score for child
support order establishment rose significantly during the five-year period, starting at
29.66 in FY 2002 and ending at 45.43 in FY 2006.

Figure 2. Child Support Order Establishment Scores:
Maximum, Median, Minimum
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FY2002 FY2003 FY2004 FY2005 FY2006
FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Median 71.28 74.50 75.41 76.08 78.96
Maximum 92.03 94.10 93.73 96.00 92.98
Minimum 29.66 31.90 34.92 39.60 45.43

Note: The x on the line graphs highlights the median score.

Source: Chart prepared by the Congressional Research Service based on data from the Office of
Child Support Enforcement, Department of Health and Human Services.

Current Child Support Collections Scores. Goal #4% in the FY 2005-
FY 2009 Strategic Plan of the Child Support Enforcement Programisfor all children
in the CSE caseload to receive the financial support owed by their noncustodial
parents. This goa encompasses both current child support payments and past-due
child support payments (i.e., arrearages). Thethird performance indicator measures
the proportion of current child support owed that is collected on behalf of children
in the CSE caseload.

During the period FY 2002-FY 2006, the median child support current collections
score among the 54 jurisdictionswith CSE programswas 57.10 in FY 2002, dropped

% Goal #3 in the FY 2005-FY 2009 Strategic Plan of the CSE Program isfor al childrenin
the CSE program to have medical coverage.
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t056.65 in FY 2003, remained relatively unchanged in FY 2004, and increased for the
next two yearsto ascore of 59.16 in FY2006. The maximum score was relatively
stable, ranging from 74.37 to 74.80. The minimum score increased every year over
the five-year period, from 39.11 in FY 2002 to 45.92 in FY 2006.

Figure 3. Child Support Current Collections Scores:
Maximum, Median, Minimum
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FY2002 FY2003 FY2004 FY2005 FY2006
FY 2002 FY2003 FY 2004 FY 2005 FY 2006
Median 57.10 56.65 56.66 58.89 59.16
Maximum 74.70 74.80 74.37 74.72 74.65
Minimum 39.11 40.90 42,68 44.36 45.92

Note: The x on the line graphs highlights the median score.

Source: Chart prepared by the Congressional Research Service based on data from the Office of
Child Support Enforcement, Department of Health and Human Services.

Child Support Arrearage Cases Scores. The fourth performance
indicator measures state efforts to collect money from CSE cases with an arrearage
(i.e., past-due child support payments are owed). This performance measure
specifically counts paying cases — and not total arrearage dollars collected —
because states have different methods of handling certain aspects of arrearage cases.
For example, the ability to write off debt that isdeemed uncollectiblevaries by state.
Moreover, some states chargeinterest on arrearages (which is considered additional
arrearages) while other states do not.*> As mentioned above, this performance
measure is incorporated in goal #4 as listed in the FY 2005-FY 2009 CSE Strategic
Plan.

3 Sudy of the Implementation of the Performance-Based Incentive System — Interim
Report, by the Lewin Group (Karen Gardiner, Michael Fishman, and Asaph Glosser) and
ECONorthwest (John Tapogna). Prepared for the Office of Child Support Enforcement.
October 2003. p. 7.
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During the period FY 2002-FY 2006, the median child support arrearage cases
score among the 54 jurisdictions with CSE programs fluctuated slightly during the
period. It was 60.71 in FY 2002 and was 61.34 in FY2006. The maximum score
increased from 71.58 in FY 2002 to 75.21 in FY 2006 (with adrop between FY 2003
and FY 2004). The minimum scorerose from 30.21 in FY 2002 to 42.33in FY 2004
and then declined to 41.01 in FY 2006.

Figure 4. Child Support Arrearage Cases Scores:
Maximum, Median, Minimum
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FY2002 FY2003 FY2004 FY2005 FY2006
FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Median 60.71 59.80 59.15 60.59 61.34
Maximum 71.58 72.20 71.83 73.50 75.21
Minimum 30.21 37.00 42.33 41.36 41.01

Note: The x on the line graphs highlights the median score.

Source: Chart prepared by the Congressional Research Service based on data from the Office of
Child Support Enforcement, Department of Health and Human Services.

Cost-Effectiveness Scores. Goa #5intheFY 2005-FY 2009 Strategic Plan
of the Child Support Enforcement Program says that the CSE program will be
efficient and responsive in its operations. The fifth performance measure assesses
the total dollars collected by the CSE program for each dollar spent.

Duringtheperiod FY 2002-FY 2006, the median cost-effecti veness scoreamong
the 54 jurisdictions with CSE programs was 4.49 in FY2002, it rose and fell
throughout the period, and ended at 4.70in FY 2006. The maximum scorewent from
7.80t0 9.45 over the five-year period (with a drop between FY 2004 and FY 2005).
The minimum score was 1.46 in FY 2002 reached 2.10 in FY 2005 and dropped to
1.84 in FY 2006.
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Figure 5. Cost-Effectiveness Scores:
Maximum, Median, Minimum
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FY2002 FY2003 Fy2004 FY2005 FY2006

FY 2002 FY 2003 FY 2004 FY 2005 FY 2006
Median 4.49 4,68 4,62 477 4,70
Maximum 7.80 7.91 8.70 8.53 9.45
Minimum 1.46 1.57 1.83 2.10 1.84

Note: The x on the line graphs highlights the median score.

Source: Chart prepared by the Congressional Research Service based on data from the Office of
Child Support Enforcement, Department of Health and Human Services.

Incentive Payments for All Performance Measures

Although CSE incentive payments were awarded to all 54 jurisdictions
(including the 50 states, the District of Columbia, Guam, Puerto Rico, and the Virgin
Islands) during the FY 2002-FY 2006 period, somejurisdictions performed poorly on
certain performance measures and thereby did not receive an incentive for that
measure. (See the earlier text box on performance thresholds for the percentage
scores on each performance measure that do not warrant an incentive payment.)
Even so, the54 jurisdictions(in aggregate) improved their performanceover thefive-
year period. In FY2002, 46 jurisdictions received an incentive for all five
performance measures compared to 53 jurisdictionsin FY 2005 and 52 jurisdictions
in FY 2006.

On the basis of the unaudited FY 2002 performance incentive scores of the 54
jurisdictions, 46 jurisdictions received an incentive for al five performance
measures, 3 jurisdictions received an incentive for four performance measures
(Cdlifornia, Hawaii, and Mississippi), and 5 jurisdictions (1llinois, New Mexico, the
District of Columbia, Guam, and the Virgin Islands) received an incentive for three
performance measures. (See Appendix, Table B-2.)

On the basis of the unaudited FY 2003 performance incentive scores of the 54
jurisdictions, 48 jurisdictions received an incentive for all five performance
measures, 5 jurisdictions received an incentive for four performance measures
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(Iinois, Mississippi, New Mexico, Guam, andtheVirginlslands), and theremaining
jurisdiction (the District of Columbia) received an incentive for three performance
measures. (See Appendix, Table B-3.)

On the basis of the unaudited FY 2004 performance incentive scores of the 54
jurisdictions, 51 jurisdictions received an incentive for al five performance
measures, and 3 jurisdictions received an incentive for four performance measures
(New Mexico, the District of Columbia, and the Virgin Islands). (See Appendix,
Table B-4.)

On the basis of the unaudited FY 2005 performance incentive scores of the 54
jurisdictions, 53jurisdictionsreceived anincentivefor al five performance measures
and the remaining jurisdiction (the District of Columbia) received an incentive for
four performance measures. (See Appendix, Table B-5.)

Table B-6 indicates that on the basis of the unaudited FY 2006 performance
incentive scores of the 54 jurisdictions, 52 jurisdictions received an incentive for all
five performance measures and the remaining 2 jurisdictions (the District of
Columbia and Guam) received an incentive for four performance measures.

Relationship Between Incentive Payments
and Performance Measures

Given that the incentive payment is based on five performance measures, it is
likely that all jurisdictions would continue to receive some amount of incentive
payments. However, if individual performance measures are examined, a different
picture devel ops; some states may not perform well enough to receive an incentive
payment with respect to one of the five performance measures. TableB-2, TableB-
3, Table B-4, and Table B-5 show actua incentive payments by state (includes
jurisdictions) for each of thefour yearsFY 2002-FY 2005, respectively, longwiththe
five performance measures.® Thestatesin each of thetablesareranked from highest
performing state (rel ativeto each indicator) to lowest performing state. Thesetables
illustrate that the relationship between actual performance and CSE incentive
paymentsis not aways transparent. That is, even though a state may receive ahigh
incentive payment, the state’ s performance on one or several individual performance
measures may be very poor.

Child support collections are a very important component in determining the
amount of astate’ sincentive payment. Asmentioned earlier, incentive paymentsare
afunction of astate' s collections base, which iscomposed of child support collected
on behalf of current and former TANF families multiplied by two plusthe collection
amount made on behalf of families who have never been on TANF.* The main
reason that there is not a more direct relationship between incentive payments and

32 OCSE has not yet published data showing the incentive payments received by statesin
FY 2006.

¥ State's Collections Base = 2 x (TANF collections + Formerly on TANF collections) +
Never on TANF collections.
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performance levelsisthat the incentive payment cal culation is so heavily dependent
on child support collections.

Thus, a high collections base can mean that a state receives a high incentive
payment despite low performance measures. For example, although California
received the highest incentive payment in each of the years FY2002-FY 2005, it
ranked very low with regard to cost-effectiveness (51 in FY 2002, 50" in FY 2003,
52" in FY 2004, and 51% in FY 2005); current collections (53" in FY2002, 51% in
FY 2003, 52 in FY 2004, and 50" in FY 2005); and arrearage cases (40" in FY 2002,
41%in FY 2003, 43™in FY 2004, and 37" in FY 2005). However, because California
collected at least 31% more child support payments than the next ranking state (and
at least 64% of those collectionswere on behalf of TANF or former-TANF families),
itisnot surprising that Californiareceived the highest amount of incentive payments
in each of theyears FY 2002-FY 2005.** According to OCSE annual datareports, the
top ten states with regard to collecting child support (in FY 2002-FY 2005) were the
top ten states with regard to high incentive payments (although not in the same rank
order).

Policy Issues

The current performance-based incentive payments system is part of the CSE
program’s strategic plan to set goals and measure results. Despite a generd
consensusthat the CSE programisdoing well, questionsstill arise about whether the
program is effectively meeting its mission and concerns exist over whether the
program will be able to meet future expectations in light of recent reductions in
federal funding that were made pursuant to the Deficit Reduction Act of 2005 (P.L.
109-171).

Some in the CSE “community” (e.g., states, CSE workers, analysts, state
policymakers, and advocates) contend that several factors may cause a state not to
receive an incentive payment that is commensurate with its relative performance on
individual measures. These factors include static or declining CSE collections;
diding scale performance scores that financially benefit states at the upper end (but
not thetop) of theartificial threshold and financially disadvantage states at the lower
end of theartificial threshold; alimited number of performanceindicatorsthat do not
encompass al of the components critical to a successful CSE program; and a
statutory maximum on the aggregate amount of incentive payments that can be paid

3 California collected 31% more in child support payments than Texas in FY2002. In
FY 2003, Californiacollected 41% morein child support paymentsthan Texas. InFY 2004,
California collected 45% more in child support payments than Texas and in FY 2005,
California collected 25% more in child support payments than Texas. Californiawas the
highest ranked state with respect to CSE i ncentive paymentsin FY 2002-FY 2005, Texaswas
the next ranked state. Given that the incentive formula gives more weight to child support
collections made on behalf of TANF and former-TANF familiesthan on familiesthat have
never been on TANF, it isimportant to note that the majority of the child support collected
in California for the four years illustrated was on behalf of TANF and former-TANF
families. Specifically, in FY 2002-FY 2005, 75%, 64%, 71%, and 65% (respectively) of CSE
collectionsin California were made on behalf of TANF and former-TANF families.
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to states— which causes states to have to compete with each other for their share of
the capped funds.

Others point out that the current CSE incentive payment system was devel oped
with much thought and input from the CSE community. They maintain that the
incentive payment formularewards statesfor their performanceinfivecritical areas,
consistent with the legislated mission of the CSE program as well as the program’s
strategic plan and related outcome measures. They say that the performance
thresholds were designed to provide tough but reachable targets for performance by
rewarding stateswith higher incentivesasthey improve. Inaddition, itisargued that
the annual cap on incentive payments (imposed by P.L. 105-200) has encouraged
competition among the states and that there isno evidencethat the cap has stifled the
motivation of states to improve performance.

Many in the CSE community argue that any reduction in the federa
government’ sfinancial commitment to the CSE system could negatively affect states
ability to servefamilies. They contend that acost shift to the states (during thistime
when many interests are competing for limited state dollars) could jeopardize the
effectiveness of the CSE program and thereby could have a negative impact on the
children and familiesthe CSE program isdesigned to serve. Although most analysts
agreethat areduction in CSE funding could result in aless effective CSE program,
several CSE directors who were surveyed in the Lewin Group study said that they
expected their states to replace all or most of federal funding shortfalls in the CSE
program. However, some of the directors moderated their statements by saying that
the prospect of the state replacing eliminated federal dollars with state dollars in
years beyond FY 2008 is uncertain.®

This section discusses the following list of issues: (1) does the CSE Incentive
payment system reward good performance? (2) should incentive payments be based
on additional performance indicators? (3) should TANF funds be reduced because
of poor CSE performance? (4) why aren’t the incentives and penalties consistent for
the paternity establishment performance measure? (5) should incentive paymentsbe
based on individual state performance rather than aggregate state performance? and
(6) will the elimination of the federal match of incentive payments adversely affect
CSE programs?

% The Lewin Group. Anticipated Effects of the Deficit Reduction Act Provisions on Child
Support Program Financing and Performance Summary of Data Analysis and 1V-D
Director Calls. Prepared for the National Council of Child Support Directorsby the Legin
Group and ECONorthwest. July 20, 2007. p. 4; [http://www.nccsd.net/documents/ncesd
final_report_revised 2 437782.pdf].
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Does the CSE Incentive Payment System
Reward Good Performance?

According to OCSE, all states received a CSE incentive payment in FY 2006.
Thismeansthat all statesattained acertainlevel of program performance. According
to OCSE, for al five performance measures, all states®® achieved applicable
percentage scoresthat earned them incentives. Moreover, acomparison of FY 2002
datato FY 2006 data showsthat CSE program performance hasimproved for all five
performance measures. The national average for the paternity establishment score
increased from 73% (CSE measurerather than statewide measure) in FY 2002 to 90%
in FY 2006; the score for child support order establishment increased from 70% to
77%,; the scorefor current child support collectionsincreased from 58% to 60%; the
score for child support arrearage cases increased from 60% to 61%; and the cost-
effectiveness score increased from 4.13 to 4.58.

Nonetheless, many contend that the CSE incentive payment systems is too
heavily based on child support collections and that artificial thresholds adversely
affect performance levels in that they unfairly allow states that are performing at
significantly higher levels than other states to be given the same score (at the high
end of the performance scale and at the low end of the performance scale).

CSE Collections. Ultimately the amount of a state's incentive payment
depends on how much the state collects in child support payments. If a state has a
small amount of child CSE collections, then even if it has high performance
percentages for all five measures, its CSE incentive payment would be small.

Total child support collections for a state may vary for a number of reasons.
Some factors that may influence the amount of child support a state collectsinclude
the population of the state, the number of single parents in the state, the number of
children in the state, the number of unmarried parents in the state, the number of
successful paternity determinations, the number of successful child support order
establishments, the size of the TANF caseload, the size of the former-TANF
casel oad, thenumber of interstate cases, the effectiveness of the state’' SCSE program,
state per capitaincome, state child poverty rate, and unemployment rate.

Artificial Thresholds Related to Performance Levels. All of the
performance measures have a diding scale so that increased performance earns a
higher level of the incentive payment. However, they also all have upper and lower
thresholds.®*” This means that above a certain percentage, all percentages are

% Two jurisdictions, the District of Columbia and Guam, received incentive payments in
four rather than five performance areas. The District of Columbia failed to meet the
performance threshold for child support order establishment and Guam failed to meet the
cost-effectiveness threshold.

3" P.L. 104-193 (enacted August 22, 1996), the 1996 welfare reform law directed the HHS
Secretary to develop a new revenue-neutral performance-based incentive payment system
in consultation with state CSE directors. Thefederal Office of Child Support Enforcement
(OCSE) convened an Incentive Funding Work Group in late 1996 to develop a new

(continued...)
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trandated into the maximum applicable percentage. By the same policy, all
performance percentagesthat are below acertain threshold percentage are trandl ated
into zero (i.e., the state would not be eligible for an incentive payment), unless the
program improves sufficiently and quickly.

For performance measures pertaining to the establishment of paternity or the
establishment of child support orders, if astate establishes paternity for at least 80%
of its casel oad or establishesachild support order for at |east 80% of its casel oad, the
state receives a percentage score of 100%. In FY 2006, this meant that Louisiana, a
state that established paternity for 81.07% of the children in the state without legally
identified fathers, and Oklahoma, a state that established paternity for 122.12%* of
the children in the state without legally identified fathers, both received a paternity
establishment percentage score of 100%. Thus, states separated by more than 40
percentage points received the same performance ranking — thereby not fully
rewarding the performance of the more successful state. With regard to the
establishment of child support orders, in FY 2006, South Dakota, astatewith an order
establishment percentage of 92.98%, received the maximum possible percentage
score of 100% as did California, a state with a child support order establishment
percentage of 80.57%.

By the samereasoning, thelower threshold of 50% treats states establishing zero
paternities and zero child support orders the same as states establishing paternities
or child support ordersfor 49% of their caseload. (In FY 2006, only onejurisdiction
(the District of Columbia — order establishment [45.43%]) had an applicable
percentage score below 50% for either paternity establishment or child support order
establishment.) (See Appendix, Table B-6.)

Theupper threshold for the current coll ections performance measureal sois80%
but the lower threshold is40%. The performance measure for current child support
collectionsis based on theamount of collections(i.e., adollar measure). In FY 2006,
the thresholds were not an issue because the highest percentage attained on the
current collections performance measure was 74.65% (Pennsylvania) and the lowest
percentage attained was 45.92% (Nevada). (See Appendix, Table B-6.)

3 (...continued)

incentive payment system. Thework group consisted of 26 persons representing state and
local CSE programs, HHS regional offices, and the OCSE central office. The work group
determined the minimum and maximum standards (i.e., thresholds) for each performance
measure based on historic performance by the states and state trends. In general, the upper
threshold was based on the view that most states could realistically achieve that level of
performance.

¥ States are able to establish paternities for more than 100% of children needing paternity
established becausethe paternity establishment performance measure comparescurrent year
datato previous year’s data and includes paternity established on behalf of newborns born
outside of marriage as well as older children who were born outside of marriage.
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Likewise, the upper threshold for the arrearage (i.e., past-due) collections
performance measure is 80% and the lower threshold is 40%.* The performance
measure for arrearage child support collections assesses the state’ s effortsto collect
money from noncustodial parents for past-due support (i.e., a case [“person’]
measure). In FY 2006, the thresholds were not an issue because the highest
percentage attained on the arrearage collections performance measure was 75.21%
(Pennsylvania) and the lowest percentage attained was 41.01% (Hawaii). (See
Appendix, Table B-6.)

The upper threshold for the cost-effectiveness performance measureis 5.0 and
the lower threshold is2.0. In FY 2006, Mississippi had a cost-effectiveness score of
9.45and West Virginiahad ascoreof 5.00. Eventhough therewas a4.45 percentage
point difference between the two states, the applicableincentive percentagefor those
two states and the other 22 states with scores of at least 5.0 was 100%. In FY 2006,
only one jurisdiction (Guam — 1.84) was below the lower threshold of 2.0. (See
Appendix, Table B-6.)

Should Incentive Payments Be Based on
Additional Performance Indicators?

The establishment and implementation of the current CSE incentive payment
systemwasin part arecognitionthat asingleindicator (i.e., cost-effectiveness) could
not effectively evaluate the performance of the CSE program. The current CSE
incentive payment system bases incentives on the state’'s success in achieving a
number of goals, in addition to its ability to provide services in a cost-effective
manner. Incentive payments are tied to the rates of paternity establishment, child
support order establishment, collection of current child support payments, and
collection of arrearages (past-due child support payments), aswell as the amount of
child support collected for each dollar spent (i.e., cost-effectiveness).

Some in the CSE community contend that several other indicators of
performance have just as much legitimacy as the five measures that were enacted.
They include medical child support, interstate collections, welfare cost avoidance,
payment processing performance, and customer service. In contrast, according to a
report on the implementation of the CSE incentive payment system, many states
indicated that the five measures were adequate and that adding new ones would be
premature.*

% States that fail to attain an applicable percentage score of 40% with respect to arrearage
collections can still earn an incentive payment if the state improves its performance by at
least 5 percentage points over its previous year’ sscore. A financial penalty is not imposed
on states that fail to meet specified performance levels with respect to the arrearage
collections performance measure.

“0 Sudy of the Implementation of the Perfor mance-Based I ncentive System—Final Report.
Prepared for the Office of Child Support Enforcement by the Legin Group (Karen N.
Gardiner, Michael E. Fishman, and Asaph Glosser) and ECONorthwest (John Tapogna),
2004.
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Medical Child Support. P.L. 105-200 required the HHS Secretary in
consultation with state CSE directorsand custodial parentsto develop aperformance
indicator that would measure the effectiveness of statesin establishing and enforcing
medical child support obligations. Supporters maintained that a medical child
support measure would encourage states to strengthen their efforts to ensure that
every childwhoiséligiblefor CSE serviceshascomprehensive health care coverage.
But even supporters of the proposal agree that not enough reliable data exist upon
which to calculate a medical child support measure. Some supporters have also
expressed concern about the benefits of implementing aperformance measure before
states have adequate tools to improve their performancein thisarea According to
the CSE Justificationsof Appropriationsdocument for FY 2008, OCSE isdevel oping
two new indicators to measure the extent to which medical child support is ordered
and provided in child support cases. According to the Justifications, states have
submitted medical support performance measure data for FY2006 and during
calendar year 2007 data reliability audits will be conducted on the medical child
support data.*?

Interstate Collections. Many CSE workers contend that the most difficult
child support ordersto establish and enforce are interstate cases. Although statesare
required to cooperate in interstate child support enforcement, problems arise due to
theautonomy of local courts. Family law hastraditionally been under thejurisdiction
of state and local governments, and citizens fall under the jurisdiction of the courts
where they live. Many child support advocates argue that a child should not be
serioudly disadvantaged in obtaining child support just because hisor her parents do
not live in the same state. Despite several federal enforcement tools intended to
facilitate the establishment and enforcement of interstate collections, problems still
exist. Given that about 33% of all CSE cases involve more than one state, some
analysts maintain that a performance indicator that would measure whether states
were successfully establishing and enforcing interstate child support cases would
significantly improve the overall effectiveness of the CSE program.*®

Othersacknowledgetheimportance of interstate collectionsbut arguethat states
are not yet in a position to perform satisfactorily on an interstate performance
measure. They acknowledge that although interstate collections increased by 39%
over the eight-year period FY 1998-FY 2006, from $1.032 hillion in FY 1998 to
$1.438 billion in FY 2006, interstate collections (i.e., child support collections
forwarded to other states) comprised between 6-7% of total CSE collectionsover the
period FY 1998-FY 2006.

4 U.S. Department of Health and Human Services. Administration for Children and
Families. Officeof Child Support Enforcement. 21 Million Children’ sHealth: Our Shared
Responsibility - The Medical Child Support Working Group’s Report. June 2000. See
Chapter 7.

“2 U.S. Department of Health and Human Services. Administration for Children and
Families FY2008 Justification of Estimatesfor Appropriations Committee. February 2007.
p. 259.

3 U.S. House of Representatives. Committee on Ways and Means. 2004 Green Book:
Background Material and Data on the Programs Within the Jurisdiction of the Committee
on Ways and Means. March 2004. WMCP:108-6, p. 8-43 — 8-49.
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Welfare Cost Avoidance. Unlike other social services programs, the CSE
program isintended to transfer private— not public — fundsto nonwelfare families
enrolled in the program. Thus, the CSE program imposes personal responsibility on
noncustodial parents by requiring them to meet their financial obligations to their
children, thereby alleviating taxpayers of this responsibility. These child support
paymentsreduce government spending by providing familieswithincomes sufficient
to make them ineligible for programs such as TANF, food stamps, and Medicaid.

In FY 2004, child support payments enabled 331,000 CSE familiesto end their
TANF dligibility. Research hasindicated that families go on welfare |ess often and
leave sooner when they receive reliable child support payments. In addition, federal
costs for Medicaid, food stamps, and other means-tested programs decrease when
both parents support their children.*

Althoughitisdifficult to determine how much money might have been spent on
various public assistance programswithout the coll ection of child support payments,
some analysts contend that it would be good public policy to add a performance
indicator that attempts to measure — or at least estimate — the impact of CSE
collections in reducing or eliminating costs in other public benefit/welfare
programs.* Other analysts argue that adding a performance indicator to measure
welfare cost avoidance would only add more complexity to an already complicated
incentive payment system.

Payment Processing Performance. Some state policymakers and
advocates want to look at an even broader set of factors when evaluating their state
CSE program. They maintain that alegitimate purpose of performance standardsin
someinstancesisto set expectations. They contend that, because the CSE program
has expanded its mission from welfare cost recovery to include promotion of self-
sufficiency and personal responsibility and service delivery, it should account for
payment processing performance. Such ameasure would try to capture whether or
not child support payments were accurately accounted, whether families were paid
in a timely manner, and whether both custodial and noncustodial parents were
satisfied with the state’ s CSE dispute resolution system.*

“ The Effects of Child Support on Welfare Exits and Re-entries, by Chien-Chung Huang,
JamesKunz, and Irwin Garfinkel. Journal of Policy Analysisand Management, Vol. 21, No.
4, p. 557-576 (2002); [http://www.lafollette.wisc.edu/Courses/PA882/Huangm%20et%
20a_JPAM .pdf].

% Urban Ingtitute, prepared for the Department of Heath and Human Services,
Administration for Children and Families, Office of Child Support Enforcement, Child
Support Cost Avoidancein 1999, Final Report, by LauraWheaton, June 6, 2003, Contract
No. 105-00-8303; [http://www.acf.dhhs.gov/programs/cse/pubs/2003/reports/cost_avoid
ance/#N10026].

“6 National Conferenceof StateL egislatures. IssueBrief: Accurately Evaluating State Child
Support Program Performance, by Teresa A. Myers; [http://www.ncdl.org/programs/cyf/
PerformiB.htm].
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Should TANF Funds Be Reduced
Because of Poor CSE Performance?

Severa personswho commented on the federal regulations for implementation
of the CSE incentive payment and audit penalty provisions said that incentive
payments and financial penalties are at odds with each other because they affect
different programs (i.e., CSE and TANF).* Incentive payments are given to states
from federal CSE funding and penalties are taken from a state’'s TANF funding.®®

Historically, Congress has linked the CSE program and the TANF (and old
AFDC) program. Currently Section 402(a)(2) of the Social Security Act (TitleIV-A
which dealswith TANF (and used to pertain to the AFDC program)) stipulates that
the Governor of astate must certify that it will operate an approved CSE program as
acondition of receiving TANF block grant funding. Sincethe enactment of the CSE
program in 1975, there has always been a provision in federal l1aw that linked poor
performance (and penalties) or noncompliance in the CSE program with areduction
in Title IV-A funding.

The principle that there are levels of state performance that would merit an
incentive payment and there arelevel sthat would warrant apenal ty wasincorporated
into the current CSE incentive payment system. But, the law also provides that,
before a penalty is imposed, states with lower performance levels may be able to
receive someincentive, provided their program improves sufficiently and quickly.*
States with poor performance are able to still qualify for an incentive payment if a
significant increase over the previous year's performance is achieved in those
measures(i.e., 10 percentage pointsonthe paternity establishment performancelevel,
5 percentage points on the child support order establishment performance level, 5
percentage points on the current support collections performance level, and 5
percentage points on the arrearage collections performance level).

Federal law stipulates that with regard to the three “more important”
performance measures, states must achieve certain levels of performancein order to
avoid being penalized for poor performance. The three performance measures are:
paternity establishment, child support order establishment, and collection of current

“" Federal Register, Vol. 64, No. 249. Office of Child Support Enforcement, Department of
Health and Human Services. Child Support Enforcement Program; Incentive Payments,
Audit Penalties. Final Rule. December 27, 2000 (p. 50 of 71).

“8 Even in cases in which the amount of the child support payment incentive is larger than
the amount of the TANF penalty imposed, a state is required to reinvest its incentive
payment in its CSE program, while penalties are assessed from the TANF funding stream.
Statesthat acquireapenalty would find that each quarterly TANF payment for the upcoming
year would be reduced for atotal of the TANF penalty amount. These states would then
additionally have to expend an equivalent amount of state fundsif they wanted to replace
the reduction of federal funds.

9 Under this alternative improvement formula, the CSE incentive payment can never be
more than half (50%) of the maximum incentive possible. The cost-effectiveness
performanceindicator isthe only measurewhereby improved performance doesnot translate
into an incentive payment.
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child support payments. A graduated penalty equal to a 1% to 5% reduction in
federal TANF block grant fundsis assessed against states that fail to meet the CSE
performance requirements.*

Although there is an interaction between the incentive payment and financial
penalty systems, they affect different programs. Thus, even if a state's incentive
payment is larger than any penalty assessed against the state, the state cannot easily
reconcile the difference because the state is required to reinvest incentive payments
back into the CSE program. The state would have to expend other state funds (that
are not earmarked for the CSE program) to replace the lossin TANF funding.

An alternative to imposing penaltiesin the form of reducing TANF funding to
a state for the inadequacies of its CSE program would be to reduce funding for the
CSE program instead. This could be done by taking the financial penalty out of the
state's incentive payment and/or subtracting the penalty from the federa
government’ s 66% matching funds to the state.

Why Aren’t the Incentives and Penalties Consistent for the
Paternity Establishment Performance Measure?

Unlike the other performance measures, the paternity establishment indicator
has two separate standards to which it must adhere. First, the Paternity
Establishment Percentage (PEP), must meet a 90% standard (Section 452(qg) of the
Socia Security Act). Thismeansthat federal law currently requiresthat states must
establish paternity for at least 90% of the children who need to have their father
legally identified in order to substantially comply with the requirements of the CSE
program.>*

If a state does not meet the PEP, it must raise its performance by a specified
level of improvement in order to avoid having a financial penalty imposed. The
percentage of improvement required varies with a state's performance level. The
increase needed to avoid a penalty decreases with higher PEP scores until a state
reaches a 90% or higher PEP, at which point the penalty is avoided without an
increase in performance.®* For example, a state with a PEP of |ess than 40% needs

% The percentage reduction depends on number of times a state fails to comply with CSE
state plan requirements (i.e., at least 1% but not more than 2% for the 1st failure to comply,
at least 2% but not more than 3% for the 2nd failure, and at least 3% but not more than 5%
for the 3rd and subsequent failures).

I Theoriginal Paternity Establishment Percentage (PEP) was enacted into law aspart of the
Family Support Act of 1988 (P.L. 100-485, Section 452(g) of the Social Security Act). The
Omnibus Budget Reconciliation Act of 1993 (P.L. 103-66) increased the percentage of
children for whom a state must establish paternity (PEP) from 50% to 75%. P.L. 103-66
also imposed financial penalties against states that failed to comply with the mandatory
paternity standards. The financial penalty translated into a reduction in federal matching
fundsfor the state’ SAFDC program. P.L. 104-193, the 1996 welfarereform law, raised the
PEP from 75% to 90%.

*2 Report on Sate Child Support Enforcement Performance Penalties. Recommendations
(continued...)
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a 6 percentage point increase over the prior year to avoid the penalty. Whereas, a
state with a PEP between 75% and 90% needs a 2 percentage point increase over the
previous year to avoid the penalty.> If the state fails to increase the PEP by the
necessary percentage points after a corrective action period, the state is penalized by
a1%-5% reduction in its state's TANF funding.

Second, inaseparate provision (Section 458 of the Social Security Act) the PEP
isincluded as one of the five CSE performance measures. Thus, states can receive
incentive paymentsif their PEP meets certain requirements. The incentive payment
provision with respect to the PEP is consistent with the view of the CSE community
that only poor performance should be penalized. Thus, under theincentiveformula,
anincentiveisawarded to astate with aPEP of 50% or more. Theincentiveformula
provides that a state that achieves a PEP of 80% or more will receive 100% of the
applicable state collection’s base for that measure. If a state has a PEP of less than
50%, the state must increase its PEP score by at |east 10 percentage points over the
previous year’ s score in order to receive an incentive payment.

From the outset of the performance measure debate (1996-1998), there was a
concern about whether states should be subject to penalties and be €eligible for
incentives at the same time. Some argued that the lack of an incentive payment
would make some states doubly penalized by not improving performance. It was
decided that states should be eligible for incentive payments based on performance
even if they were subject to penalties because their performance had not improved
to the extent required to avoid the penalty.>® The work group that developed the
current i ncentive payment system maintai ned that the exi sting statutory PEP standard
of 90% was too high and that it conflicted with their premise that only very poor
performance should be penalized. Thus, the work group overlaid another provision
on top of existing law which provided that a state that had a PEP of 80% or higher
would receive 100% of the applicable state collection’s base for the paternity
establishment performance measure. Thisnew PEPfor incentive payment purposes
created what many maintain is an inconsistency in CSE law.

%2 (...continued)
of the State/Federal Penalties Work Group. July 27, 1998; [http://www.acf.hhs.gov/
programs/cse/pol/DCL/1998/dcl9893a.htm].

3 A state with a paternity establishment percentage at a level between 75% and 90% is
requiredtoincreaseitspaternity establishment percentage by two percentage pointsover the
previous year’'s percentage. A state with a paternity establishment percentage at a level
between 50% and 75% isrequired toincreaseitspaternity establishment percentage by three
percentage points over the previous year's percentage. A state with a paternity
establishment percentage at a level between 45% and 50% is required to increase its
paternity establishment percentage by four percentage points over the previous year's
percentage. A state with a paternity establishment percentage at alevel between 40% and
45% isrequired to increaseits paternity establishment percentage by five percentage points
over the previous year’s percentage. A state with a paternity establishment percentage at
alevel lessthan 40% is required to increase its paternity establishment percentage by six
percentage points over the previous year’' s percentage.

> Incentive Funding Work Group: Report to the Secretary of Health and Human Services.
January 31, 1997. p. 9.
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According to the National Council of Child Support Directors:

It is inconsistent to reward a state that achieves a paternity establishment
percentage of 80% with maximum child support incentive funding, but impose
apenalty against the State’' sSTANF funding if a2 percentage point increaseisnot
achieved between 80% and 90% performance.*

The National Council of Child Support Directors recommended that “the
paternity establishment penalty provisions set the upper threshold at 80%, whichwill
then makeit consistent and uniform with the existing incentive formulaunder which
astate that has a paternity establishment percentage of 80% or more receives 100%
of theweight allowablefor that measure.”® If thisrecommendation wasenacted into
law, states would be required to establish paternity for at least 80% of the children
who need to have their father legally identified rather than 90% (as required by
current law).

Should Incentive Payments Be Based on Individual State
Performance Rather Than Aggregate State Performance?

The CSE incentive payment system adds an el ement of uncertainty to what used
to beasomewhat predictable source of incomefor states. Althoughinthe aggregate,
states receive higher incentive payments than under the earlier incentive payment
system, these totals are a fixed amount, and individual states have to compete with
each other for their share of the capped funds. Therevenue-neutral capped incentive
payment system creates an interactive effect — an increase in incentive paymentsto
one state must be matched by adecreasein paymentsto other states. Similarly, if one
state’' s performance weakens or the state fails an audit, every other state obtains an
increase in incentive payments.>

Although CSE incentive payments were constructed to compare a state’s
program performanceto itself rather than a*“ national average,” the fixed amount of
aggregate incentive payments forces a state to compete with the other states for its
share of the aggregate amount.

%5 National Council of Child Support Directors. Position Paper on Paternity Performance
Penalty Revisions, February 24, 2005.

% |bid.

" Sudy of the Implementation of the Performance-Based Incentive System — Interim
Report, by the Lewin Group (Karen Gardiner, Michael Fishman, and Asaph Glosser) and
ECONorthwest (John Tapogna). Prepared for the Office of Child Support Enforcement.
October 2003. p. 9 and p. 20.

%8P.L. 105-200 stipul ated that the aggregateincentive payment to the states coul d not exceed
the following amounts, i.e., $422 million for FY 2000, $429 million for FY2001; $450
million for FY 2002; $461 million for FY 2003, $454 million for FY 2004; $446 million for
FY 2005; $458 millionfor FY 2006; $471 millionfor FY 2007; and $483 millionfor FY 2008.
For years after FY 2008, the aggregate incentive payment to the statesisto be increased to
account for inflation.
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Under the current incentive system, whether or not a state receives an incentive
payment for good performance and thetotal amount of theincentive payment depend
on four factors. the total amount of money available in a given fiscal year from
which to make incentive payments, the stat€’ s success in obtaining collections on
behalf of its caseload, the state’ s performance in five areas, and the relative success
or failure of other states in making collections and meeting these performance
criteria. Because the incentive payments are now capped, some states face aloss of
incentive payments even if they improve their performance.

Some analysts argue that each state is unique in terms of its CSE caseload and
thereby should only have to make improvements over its performance in previous
yearswith regard to rewarding of incentive payments. Nevertheless, CSE programs
are compared to one another in that thereis a capped funding source and it must be
shared by al. So even though Texas has a large CSE caseload, shares an
international border, and has vast cultural and socioeconomic diversity among its
residents, its program isin essence compared to that of asmall mid-western state or
awealthy northeastern state in determining its share of CSE incentive dollars.®

Others contend that if a state deemsthat it has not received a sufficient amount
of incentive payments and that more CSE funding is necessary, it is the state's
prerogative to augment federal funding. They maintain that the federal government
iscarrying too much of thefinancial burden of CSE program. They point out that the
federal government matches statefundsat a66% rate and additionally provides states
with incentive payments.

Will the Elimination of the Federal Match of Incentive
Payments Adversely Affect CSE Programs?

As mentioned earlier, the CSE funding structure requires states to spend state
dollars on the program in order to receive federal matching funds. An important
source of those states' dollars has been CSE incentive payments. CSE incentive
payments represent a significant percentage of CSE financing for the states. A 2003
report commissioned by HHS indicated that for the nation as awhole, federal CSE
incentive payments represented 25% of CSE financing for the states.®

Until now, states have received a 66% federal match for every dollar invested
in the CSE program, including incentive payments (which came from the federal
government). Although incentive payments per se are not affected, P.L. 109-171
included aprovision that eliminated (effective October 1, 2007) thefederal match on
CSE incentive payments that states, in compliance with federal law, reinvest back

% National Conferenceof StateL egislatures. IssueBrief: Accurately Evaluating Sate Child
Support Program Performance, by Teresa A. Myers; [http://www.ncdl.org/programs/cyf/
PerformiB.htm].

€ U.S. Department of Health and Human Services. State Financing of Child Support
Enforcement Programs: Final Report, prepared for the Assistant Secretary for Planning and
Evaluation and the Office of Child Support Enforcement, prepared by Michael E. Fishman,
Kristin Dybdal of the Legin Group, Inc. and John Tapogna of ECONorthwest, September
3, 2003, p. iii.
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into the CSE program. This provision was passed as part of the Deficit Reduction
Act because many argued that “reinvesting” incentive payments back into the CSE
programwasreally supplanting statefunding. Statesarenolonger entitledtoreceive
federal matching funds for CSE incentive payments that the state reinvests in the
CSE program. Theelimination of federal reimbursement of CSE incentive payments
is likely to result in a significant reduction in CSE financing. Two bills (H.R.
1386/S. 803) have been introduced in the 110™ Congressto repeal the provision that
eliminatesthefederal match onincentive payments. Inother words, both billswould
restore the federal match on incentive payments.

Under previous law, the 66% federa matching rate on incentive payments
resulted in anear tripling of state CSE funding — in that for every dollar the state
reinvestedinthe CSE program, thefederal government matched that i nvestment with
about $2. Thereby, states were able to significantly leverage their investment
through the federal financial structure.

Both a 2003 study by the Lewin Group (mentioned earlier) and a recent 2007
study by the Lewin Group indicate that CSE incentive payments represent 25% of all
funds used to draw down the federal match for the CSE program. According to the
Lewin study:

there is substantial variation across states in the proportion of the state share
financed by incentives (from 7 percent to 54 percent). Thisvariation may bedue
to a number of factors, such as poor state performance on incentive measures
(thus low incentive payments) or higher appropriations from state legislatures.
Similarly, the decrease in expenditures assuming no new state outlays ranges
from 5 percent to 36 percent.®

The 2007 Lewin study also indicates that because about a third of the CSE
caseload is composed of interstate cases, CSE directors expect that the elimination
of thefederal match onincentive paymentswill probably result in negativeinterstate
ramifications. The study uses the following illustration.

For example, consider two states. State A replacesfunding and maintainsstrong
performance, but State B cuts back services due to funding shortfalls and

€1 The general CSE federal matching rate is 66%. This means that for every dollar that a
state spends on its CSE program, the federal government will reimburse the state 66 cents.
Soif the state spends $1 onits program, the federal share of that expenditureis66 centsand
the state share of that expenditureis 34 cents. The algebraic formulafor thisrelationshipis
represented by .66/.34=x/1. Thereby, if the state share of the expenditureis $1, the federal
shareis$1.94 (i.e, thefederal shareis 1.94 timesthe state share), and the total expenditure
by the state is $2.94 ($1+$1.94). Similarly, if the state share of expenditures amounted
solely to theincentive payment of $471 million (i.e., the statutory cap on the aggregate CSE
incentive payment for FY 2007), the federal share would amount to 1.94 timesthat amount,
or $914 million, tranglating into $1.385 billion in total CSE expenditures/funding.

2 The Lewin Group. Anticipated Effects of the Deficit Reduction Act Provisions on Child
Support Program Financing and Performance Summary of Data Analysis and 1V-D
Director Calls. Prepared for the National Council of Child Support Directorsby the Lewin
Group and ECONorthwest. July 20, 2007. p. 4; [http://www.nccsd.net/documents/ncesd
final_report_revised 2 437782.pdf].
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performance declines. State A needs assistance from State B on interstate cases,
but State B cuts back staff on this labor-intensive unit. State A’s performance
is affected negatively as aresult.®®

It is generally agreed that state spending/investment in the CSE program
significantly impactsprogram performance. Several studieshaveindicated that most
of the best-performing state CSE programs also have the most generous funding
levels.® The elimination of the federal match of incentive paymentsis expected to
reduce overall CSE program expenditures and correspondingly reduce the rate of
growth of child support collections. The OCSE expects that while states will
increasetheir state contributionsto cover someof thelost federal funds, they will not
completely make up the shortfall and overall CSE expenditures will be reduced.®

& lbid., p. iv.

6 Center for Law and Social Policy. You Get What You Pay For: How Federal and Sate
Investment Decisions Affect Child Support Performance, by Vicki Turetsky. December
1998. See also National Conference of State Legidlatures. Issue Brief: Accurately
Evaluating Sate Child Support Program Performance, by Teresa A. Myers.
[http://www.ncsl.org/programs/cyf/Performl B.htm]

% U.S. Department of Health and Human Services. Administration for Children and
Families. Fiscal Year 2008 — Justification of Estimates for Appropriations Committees.
Child Support Enforcement. p. 443-445.
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Appendix A: Legislative History
of CSE Incentive Payments

Beforeenactment of the CSE programin 1975, when astate or |ocality collected
child support payments from a noncustodial parent on behalf of afamily receiving
Aid to Families with Dependent Children (AFDC), the federal government was
reimbursed for its share of the cost of AFDC payments to the family.®® Although
local units of government (e.g., counties) often enforced child support obligations,
in most states they did not make any financia contributions toward funding AFDC
benefit payments. Therefore the localities were not eligible for any share of the
“savings’ that occurred when child support was collected from anoncustodial parent
on behalf of an AFDC family. From the debate on the establishment of a CSE
program, Congress concluded that a fiscal sharing in the results of child support
collections could be astrong incentive for encouraging thelocal unitsof government
to improve their CSE activities.®’

P.L. 90-248, Social Security Amendments of 1967
(January 2, 1968)

Although the formal CSE program was not in existence, P.L. 90-248 provided
for the development and implementation of a program under which a state agency
would undertake the responsibility for (1) determining the paternity of children
receiving AFDC and who were born outside of marriage, and (2) securing financial
support from the noncustodial parent for these and other children receiving AFDC,
using reciprocal arrangementswith other statesto obtain and enforce court ordersfor
support. (P.L. 89-97, the Social Security Amendments of 1965 (enacted July 30,
1965), allowed states to use the Federal Medical Assistance Percentage (FMAP) to
determinefederal-state cost sharing for TitlelV-A (i.e., AFDC expenditures), which
ranged from a minimum of 50% to a maximum of 83%.) Title IV-A included the
child support enforcement provisions indicated above. This meant that if a state
collected child support payments on behaf of an AFDC family, the federa
government would be reimbursed at the state’s FMAP. If the state had an FMAP of
60%, the federal government was reimbursed $60 for every $100 the state collected
(from the noncustodial parent) in child support payments for AFDC families.

P.L. 93-647, Enactment of the CSE Program®®
(January 4, 1975)

P.L. 93-647 required that if achild support collection were made by any locality
in the state or by the state for another state, that locality or state was to receive a

% Thefederal share of AFDC benefit expenditures ranged from 50% to 83%, depending on
state per capitaincome.

7 U.S. Senate. Committee on Finance. Social Services Amendments of 1974; a report to
accompany H.R. 17045. December 14, 1974. S.Rept. 93-1356. p. 50-51.

% The CSE program was enacted as Title IV-D of the Social Security Act.
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special bonus — incentive payment — based on the amount of any child support
collected from anoncustodial parent to reimburse amounts paid out as AFDC. The
incentive payment was equal to 25% of the amount of child support collected on
behalf of AFDC familiesfor the first 12 months and 10% thereafter. The incentive
payment came out of the federal share of the child support recovered (i.e., collected)
on behalf AFDC families.®®

P.L. 95-30, Tax Reduction and Simplification Act of 1977
(May 23, 1977)

P.L. 95-30 changed therate at which incentiveswere paid to statesand localities
for child support collections used to reimburse AFDC payments. This amendment
to Section 458 of the Social Security Act simplified the complex process of
computing incentive paymentsat two different rates by adopting aflat 15% incentive
payment rate. The incentive payment was now equal to 15% of child support
collections made on behalf of AFDC families. The incentive payment came out of
the federal share of the child support recovered (i.e., collected) on behalf AFDC
families.

P.L. 97-248, Tax Equity and Fiscal Responsibility Act of 1982
(September 3, 1982)

P.L. 97-248 reduced the incentive payment rate from 15% of child support
collections made on behalf of AFDC families to 12% of child support collections
made on behalf of AFDC families. The incentive payment came out of the federa
share of the child support recovered (i.e., collected) on behalf AFDC families.

P.L.98-378, Child Support Enforcement Amendments of 1984
(August 16, 1984)

P.L. 98-378 significantly revised incentive payments. Instead of making
incentive payments to localities and states that collected child support payments on
another state’' s behalf, the federal government made the incentive payments directly
to the states’™ and each state was required to passincentive paymentsthrough tolocal

% P.L. 93-647 stipulated that child support payments on behalf of AFDC families were to
be paid to the states following an assignment of child support rights by the AFDC client to
the state. Because federal dollars were used to finance a portion of the state AFDC benefit
payment, states were required to split child support payments collected on behalf of AFDC
families with the federal government. The child support collections obtained on behalf of
AFDC families are divided between the state and the federal government according to their
respective share of total AFDC benefit payments (asmall percentage of AFDC collections
is paid directly to families). As noted above, the federal share of AFDC benefit
expenditures ranged from 50% to 83%, depending on state per capitaincome. The federal
shareis also called the Federal Medical Assistance Percentage or FMAP.

" Before 1984, astate that initiated asuccessful action to collect child support from another
state did not receive an incentive payment. Rather, the state that made the collection
received the incentive payment. P.L. 98-378 stipulated that each state involved in an

(continued...)
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CSE agencies if those agencies shared in funding the state CSE program. In order
to improve cost-effectiveness and encourage states to emphasize child support
collections on behalf of both AFDC and non-AFDC families, the incentive payment
formulawas changed so that stateswere paid aminimum of 6% of their child support
collectionsin AFDC cases and 6% of their child support collections in non-AFDC
cases. Under thisapproach, there wasthe potential to earn up to 10% of both AFDC
and non-AFDC child support collections depending on the state’' s cost-effectiveness
in running a child support program (i.e., ratio of state collectionsto the state’ s cost
of operating the CSE program). Thefederal government paid theincentive payments
from its share of retained collections for AFDC families and capped the amount of
incentive payments any state could earn on the non-AFDC cases at 115%™ of the
AFDC incentive payment earned. The incentive payments came out of the federal
share of the child support recovered (i.e., collected) on behalf AFDC families.

P.L. 100-485, Family Support Act of 1988 (October 13, 1988)

P.L. 100-485 included a provision that authorized Congress to create a U.S.
Commission on Interstate Child Support to make recommendations to Congress on
improving the child support program. That Commission’ s report called for a study
of thefederal funding formulaand changesto an incentive structure that is based on
performance. In addition, other national organizations, including the National
Conferenceof State L egidatures, the American Public Welfare Association (now the
American Public Human Services Association, APHSA), the National Governors
Association, and severa national advocacy organi zationsrecommended theadoption
of anew performance-based incentive system.”

P.L.104-193, The 1996 Welfare Reform Law (August 22, 1996)

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996
(P.L. 104-193) required the HHS Secretary, in consultation with state CSE program
directors, to recommend to Congress a new incentive funding system for state CSE
programs based on program performance. P.L 104-193 required that (1) the new
incentive funding system be developed in a revenue-neutral manner; (2) the new

70 (...continued)

interstate child support collection be credited with the collection for purposes of computing
the incentive payment. This*" double-counting” wasintended to encourage statesto pursue
interstate child support cases as energetically asthey pursued intrastate child support cases.

" The total amount of incentives awarded for non-AFDC collections could not exceed the
amount of the state’s incentive payments for AFDC collections for FY 1986 and FY 1987.
The incentive paid for non-AFDC collections was capped at 105% of the incentive for
AFDC caollections for FY 1988, 110% for FY 1989, and 115% for FY1990 and years
thereafter.

2 The incentive payment system had been criticized for focusing on only one aspect of the
CSE program: cost-effectiveness. It wasfaulted for not rewarding statesfor other important
aspects of child support enforcement, such as paternity and support order establishment. In
addition, because all statesreceived the minimum incentive payment amount of 6% of both
AFDC and non-AFDC collections regardless of the state's performance, many analysts
claimed that the CSE incentive payment system did not have areal incentive effect.
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system provide additional payments to any state based on that state’ s performance;
and (3) the Secretary report to Congress on the proposed new system by March 1,
1997.

The Incentive Funding Workgroup was formed in October 1996. This group
consisted of 15 state and local CSE directors or their representatives and 11 federal
staff representatives from HHS. Earlier efforts of this state-federal partnership
produced the National Strategic Plan for the CSE program and a set of outcome
measures to indicate the program’ s success in achieving the goals and objectives of
the plan. Using the same collaboration and consensus-building approach, state and
federal partners recommended a new incentive funding system based on the
foundation of the CSE National Strategic Plan.

Over aperiod of three months, recommendationsfor the new incentive funding
system emerged. State partners consulted with state CSE programs not represented
directly on the Workgroup. The final recommendations represented a consensus
among stateand federal partnerson the new incentivefunding system. The Secretary
fully endorsed theincentiveformularecommendations. The Secretary’ sreport made
recommendationsfor anew CSE incentive payment system to the House Committee
on Ways and Means and the Senate Committee on Finance.”

P.L. 105-200, The Child Support Performance and Incentive
Act of 1998 (July 16, 1998)

Most of the HHS Secretary’ s recommendations for a new incentive payment
system wereincluded in P.L. 105-200. Thislaw replaced the old incentive payment
system to states with a revised revenue-neutral incentive payment system that
provides (1) incentive payments based on a percentage of the state’ s collections; (2)
incorporation of five performance measuresrel ated to establishment of paternity and
child support orders, collections of current and past-due support payments, and cost-
effectiveness; (3) phase-in of the incentive system, with it being fully effective
beginning in FY 2002; (4) mandatory reinvestment of incentive payments into the
CSE program (or an activity that contributes to improving the effectiveness or
efficiency of the CSE program); and (5) an incentive payment formulaweighted in
favor of TANF and former TANF families.

P.L. 105-200 required the HHS Secretary to make incentive payments to the
states and stipulated that the aggregate incentive payment to the states could not
exceed thefollowing amounts: $422 million for FY 2000, $429 million for FY 2001,
$450 million for FY2002,” $461 million for FY 2003, $454 million for FY 2004,

# U.S. Department of Health and Human Services. Administration for Children and
Families. Office of Child Support Enforcement. Child Support Enforcement Incentive
Funding. Report to the House of Representatives Committee on Ways and Means and the
Senate Committee on Finance. February 1997.

" Before FY 2002, CSE incentive payments were paid out of the federal share of child
support collected on behalf of TANF families. Since October 1, 2001 (when the revised
incentive payment system was fully phased-in), CSE incentive payments have been paid

(continued...)
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$446 million for FY 2005, $458 million for FY 2006, $471 million for FY 2007, and
$483 million for FY 2008. For years after FY 2008, the aggregate incentive payment
to the states is to be increased to account for inflation.

P.L.109-171, Deficit Reduction Act of 2005 (February 8, 2006)

P.L. 109-171 included a provision that eliminated (effective October 1, 2007)
the 66% federal match on CSE incentive payments that states, in compliance with
federal law, reinvest back into the CSE program. This means that CSE incentive
paymentsthat arereceived by statesand reinvested in the CSE program are no longer
eligible for federal reimbursement.

 (...continued)
with federal funds that have been specifically appropriated out of the U.S. Treasury.
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Appendix B: Tables

Appendix B includes several detailed state tables. Table B-1 shows that all
states received incentive paymentsin FY 2002, FY 2003, FY 2004, and FY 2005 and
theamountsthey received. Table B-2 presents CSE incentive paymentsfor FY 2002
together with unaudited incentive performance scores for each of the five
performance measuresfor FY 2002. TableB-3 presents CSE incentive paymentsfor
FY 2003 together with unaudited incentive performance scores for each of the five
performance measuresfor FY 2003. Table B-4 presents CSE incentive paymentsfor
FY 2004 together with unaudited incentive performance scores for each of the five
performance measuresfor FY 2004. T able B-5 presents CSE incentive paymentsfor
FY 2005 together with unaudited incentive performance scores for each of the five
performance measures for FY 2005. Table B-6 shows only the unaudited incentive
performance scores for FY 2006.”

> OCSE has not yet published CSE incentive payment data by state for FY 2006.
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Table B-1. Actual Incentive Payments, by State, FY2002-FY2005
(arranged by state with the highest incentive payment to state with the lowest incentive payment)

State FY 2002 State FY 2003 State FY 2004 State FY 2005
1 Cdifornia 36,814,328 1 Cdifornia 45,258,302 1 Cdifornia 43,917,140 1 Cdlifornia 41,743,556
2 Texas 33,815,354 2 Texas 36,825,204 2 Texas 35,018,030 2 Texas 37,594,823
3 Ohio 32,204,888 3 New York 30,829,027 3 Ohio 30,840,836 3 Ohio 28,985,608
4  Pennsylvania 30,284,824 4 Ohio 30,351,415 4 Michigan 29,072,933 4 New York 26,242,919
5 New York 30,176,739 5 Pennsylvania 29,533,145 5 Pennsylvania 26,532,361 5 Michigan 26,035,157
6 Michigan 30,128,156 6 Michigan 27,371,576 6 New York 26,298,854 6 Pennsylvania 25,422,058
7 Florida 21,261,888 7 Florida 22,545,490 7 Forida 25,086,328 7 Forida 25,263,730
8 New Jersey 17,367,328 8 New Jersey 17,895,131 8 New Jersey 16,335,761 8 New Jersey 15,974,982
9 Wisconsin 15,924,085 9 Wisconsin 15,632,872 9 Wisconsin 14,529,242 9 Wisconsin 13,748,475
10 Washington 15,204,033 10 Washington 14,675,136 10 Washington 13,445,851 10 North Carolina 13,461,627
11 Minnesota 13,555,076 11 Minnesota 13,492,130 11 Minnesota 13,048,434 11 Washington 12,719,377
12 Georgia 11,999,643 12 North Carolina 12,209,075 12 North Carolina 12,807,092 12 Minnesota 12,135,231
13 North Carolina 11,741,877 13 Virginia 11,431,758 13 Virginia 10,673,373 13 Georgia 10,808,188
14 Virginia 11,212,586 14 Georgia 10,453,125 14 Georgia 10,574,394 14 Virginia 10,237,234
15 Massachusetts 9,717,960 15 Massachusetts 9,958,854 15 Missouri 10,525,886 15 Missouri 10,204,439
16 Maryland 8,749,496 16 Missouri 8,653,176 16 Massachusetts 9,168,115 16 Massachusetts 8,898,038
17 Missouri 8,496,830 17 Kentucky 7,954,630 17 lllinois 8,440,244 17 lllinois 8,650,633
18 Kentucky 8,088,515 18 Tennessee 7,716,005 18 Tennessee 7,766,731 18 Indiana 8,385,495
19 lowa 7,126,528 19 lowa 7,220,705 19 Kentucky 7,627,918 19 Tennessee 7,837,795
20 Tennessee 6,811,758 20 lllinois 7,166,179 20 lowa 7,247,439 20 Maryland 7,303,489
21 Oregon 6,541,362 21 Maryland 6,537,765 21 Indiana 7,080,909 21 lowa 6,917,274
22 lllinois 6,183,369 22 Oregon 6,336,173 22 Oregon 5,956,034 22 Louisiana 6,213,377
23 Indiana 5,564,581 23 Louisiana 6,130,392 23 Louisiana 5,878,940 23 Oregon 5,600,727
24 Connecticut 5,491,503 24 Indiana 5,552,522 24 Maryland 5,478,845 24 Arizona 5,423,112
25 Colorado 5,356,965 25 Arizona 5,065,465 25 Arizona 4,992,036 25 Kentucky 5,208,111
26 Arizona 5,206,147 26 Colorado 4,920,924 26 Colorado 4,833,238 26 Connecticut 4,865,914
27 Louisiana 4,389,087 27 West Virginia 4,209,015 27 Alabama 3,923,947 27 Colorado 4,750,251
28 West Virginia 4,058,389 28 Alabama 4,001,595 28 West Virginia 3,775,411 28 Alabama 4,020,646
29 South Carolina 3,899,715 29 Connecticut 3,942,741 29 Utah 3,677,929 29 West Virginia 3,879,643
30 Arkansas 3,217,437 30 South Carolina 3,928,609 30 Nebraska 3,635,367 30 Oklahoma 3,643,878
31 Puerto Rico 3,201,676 31 Utah 3,493,011 31 South Carolina 3,605,396 31 Nebraska 3,475,303
32 Utah 3,101,832 32 Puerto Rico 3,463,489 32 Connecticut 3,455,259 32 South Carolina 3,321,883



CRS-42

State FY 2002 State FY 2003 State FY 2004 State FY 2005
33 Nebraska 3,056,992 33 Arkansas 3,146,484 33 Oklahoma 3,437,279 33 Kansas 3,289,970
34 Alabama 2,900,775 34 Kansas 3,105,801 34 Arkansas 3,361,187 34 Utah 3,288,628
35 Oklahoma 2,899,609 35 Nebraska 3,089,869 35 Kansas 3,306,309 35 Puerto Rico 3,268,672
36 Kansas 2,873,656 36 Oklahoma 3,056,022 36 Puerto Rico 3,273,456 36 Mississippi 3,222,870
37 Maine 2,596,197 37 Maine 2,556,766 37 Mississippi 3,246,021 37 Arkansas 2,490,610
38 Mississippi 2,526,611 38 Mississippi 2,482,905 38 Maine 2,339,229 38 ldaho 2,389,857
39 Alaska 1,679,107 39 Idaho 2,216,477 39 ldaho 2,335,547 39 Maine 2,167,195
40 South Dakota 1,656,493 40 Alaska 2,140,882 40 Alaska 1,934,767 40 Nevada 1,826,744
41 ldaho 1,650,232 41 New Hampshire 1,982,008 41 New Hampshire 1,803,991 41 Alaska 1,809,329
42 New Hampshire 1,438,353 42 South Dakota 1,660,526 42 Hawaii 1,566,788 42 New Hampshire 1,650,128
43 Montana 1,202,605 43 Hawaii 1,588,312 43 North Dakota 1,542,418 43 North Dakota 1,560,854
44  \Wyoming 1,201,957 44 Nevada 1,293,543 44 South Dakota 1,517,780 44 South Dakota 1,466,513
45 North Dakota 1,192,916 45 North Dakota 1,264,209 45 Nevada 1,355,443 45 Hawaii 1,431,973
46 Vermont 1,127,161 46 Wyoming 1,163,775 46 Rhodeldand 1,270,822 46 Rhodeldand 1,211,250
47 Delaware 1,034,185 47 Montana 1,155,004 47 Delaware 1,265,209 47 Wyoming 1,163,702
48 Rhodeldand 1,016,821 48 Vermont 1,086,334 48 Vermont 1,197,334 48 New Mexico 1,055,389
49 Hawaii 973,201 49 Delaware 970,247 49 Wyoming 1,180,509 49 Montana 1,028,469
50 Nevada 857,000 50 Rhodeldand 962,198 50 Montana 1,061,120 50 Vermont 977,267
51 New Mexico 554,604 51 New Mexico 672,821 51 New Mexico 970,705 51 Delaware 900,305
52 Didtrict of 502,393 52 Didtrict of 491,354 52 Didtrict of 597,907 52 Didtrict of 598,507

Columbia Columbia Columbia Columbia
53 Guam 101,209 53 Virgin Idands 99,488 53 Virginldands 105,718 53 Guam 119,823
54 Virgin Idands 63,968 54 Guam 60,339 54 Guam 80,188 54 VirginIdands 108,972

Total 450,000,000 Total 461,000,000 Total 454,000,000 Total 446,000,000

Note: The shaded areas shows the rank order of each state from state with the highest incentive payment (ranked 1) to the state withe the lowest incentive
payment (ranked 54). The four jurisdictions of the District of Columbia, Guam, Puerto Rico, and the Virgin Islands are included in the state totals.

Source: Table prepared by the Congressional Research Service based on data from the Office of Child Support Enforcement, Department of Health and
Human Services.
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Table B-2. Child Support Enforcement Incentive Payments and
Unaudited Incentive Performance Scores, FY2002
(arranged by highest performing state to lowest performing state)

Pater nity

I ncentive Establish- Caseswith Current Arrearage Cost-
State Payments State ment State Orders State Collections State Cases State Effective-

(dollars) Percentage Per centage Percentage Per centage ness

Score
Cdlifornia 36,814,328 Guam 452.87%  South Dakota 92.03 Pennsylvania 74.70 New 7158 Indiana 7.80
Hampshire
Texas 33,815,354 Idaho 130.75 Washington 91.00 Minnesota 72.96 Pennsylvania  70.68  South Dakota 7.59
Ohio 32,204,888 Montana 113.07 lowa 87.79 Wisconsin 72.68 Vermont 70.64 Mississippi 7.12
Pennsylvania 30,284,824 Texas 108.43 Maine 87.17 North Dakota 71.55 South Dakota  68.59  Pennsylvania 6.85
New York 30,176,739 Cdifornia 107.94 Vermont 85.80 South Dakota 67.70 Washington 68.33 Hawaii 6.53
Michigan 30,128,156 New 106.74 Utah 85.11 Ohio 66.77 Delaware 67.83  Virginia 6.34
Hampshire
Florida 21,261,888 South Dakota  106.46  North Dakota 84.76 Nebraska 66.49 Ohio 67.46  Puerto Rico 6.27
New Jersey 17,367,328 Pennsylvania 106.01 Colorado 83.46 Vermont 66.34 Alaska 67.39 Wisconsin 6.11
Wisconsin 15,924,085 Ohio 103.38 Montana 83.10 New 65.51 North Dakota  66.12  South Carolina 5.87
Hampshire
Washington 15,204,033 Colorado 102.85 Pennsylvania 82.97 New York 65.12 Colorado 66.10 Oregon 5.85
Minnesota 13,555,076 Washington 100.88 Alaska 82.90 New Jersey 65.00 Utah 66.04 Massachusetts 5.77
Georgia 11,999,643 Wyoming 97.78  Wyoming 82.75 Washington 63.98 Minnesota 65.07 lowa 5.63
North Carolina 11,741,877 Illinois 97.06 New 82.02 West Virginia 62.33 Texas 64.45 Texas 5.41
Hampshire

Virginia 11,212,586 Maryland 96.67  Virginia 80.20 Maryland 62.02 Maryland 64.29 Idaho 5.29
Massachusetts 9,717,960 Wisconsin 9450  Wisconsin 78.99 North Carolina 61.26 Montana 63.72  Wyoming 5.00
Maryland 8,749,496  Oregon 94.40  Missouri 78.93 Rhode Island 61.11 lowa 63.34  Washington 4.95
Missouri 8,496,830 Vermont 94.08  New Jersey 78.90 Delaware 60.74 Florida 62.83 Louisiana 4.87
Kentucky 8,088,515 Maine 93.56 Idaho 78.64 Oregon 60.41 Nevada 62.03 West Virginia 4.87
lowa 7,126,528  Michigan 92.04  Arkansas 78.53 Wyoming 60.05 Nebraska 61.66 New Jersey 4.83
Tennessee 6,811,758 West Virginia  90.49  Minnesota 78.04 Texas 59.93 Wyoming 61.57 Ohio 4381
Oregon 6,541,362 Utah 90.27  Michigan 76.22 M assachusetts 59.68 Maine 61.25 Kentucky 4.71
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Pater nity

Incentive Establish- Caseswith Current Arrearage Cost-
State Payments State ment State Orders State Collections State Cases State Effective-

(dollars) Percentage Per centage Percentage Per centage ness

Score
[llinois 6,183,369 Virginia 90.14  Nebraska 76.04 Michigan 59.36 New Jersey 61.18 North Dakota 4.71
Indiana 5,564,581 Alaska 89.64  Cdifornia 75.32 lowa 59.10 Wisconsin 61.07  Missouri 4.63
Connecticut 5,491,503 Puerto Rico 88.17  West Virginia 74.90 Virginia 58.97 Oregon 61.04 Michigan 4.59
Colorado 5,356,965 New York 87.77  North Carolina 73.15 Utah 58.60 Kansas 61.03 Rhodeldand 452
Arizona 5,206,147 lowa 87.57 New York 73.05 Montana 58.50 Georgia 60.78  Tennessee 4.50
Louisiana 4,389,087 North Dakota 87.40  Ohio 71.38 Maine 57.76 Michigan 60.78 Alaska 4.49
West Virginia 4,058,389  Arkansas 85.88  Massachusetts 71.17 Louisiana 56.44 Louisiana 60.63 New York 4.49
South Carolina 3,899,715  Connecticut 85.06 Indiana 70.59 Florida 56.40 New Y ork 60.43  North Carolina 4.43
Arkansas 3,217,437 North Carolina 84.41  Delaware 70.34 Idaho 55.43 New Mexico 60.33 New Hampshire  4.37
Puerto Rico 3,201,676  Georgia 83.25  Kentucky 70.04 Kansas 55.06 North 60.32 Maine 4.28
Carolina
Utah 3,101,832  Kentucky 82.54  Oklahoma 69.69 Connecticut 55.04 Idaho 60.11  Arizona 4.25
Nebraska 3,056,992 Massachusetts 8245  Texas 69.00 Colorado 54.97 Mississippi 59.84 Georgia 4.24
Alabama 2,900,775 Minnesota 82.06 Maryland 68.65 Alaska 53.84 Massachusetts 58.32 Maryland 4.19
Oklahoma 2,899,609 South Carolina 81.44  Georgia 68.16 Kentucky 52.80 Rhode Island 58.19 Montana 4.10
Kansas 2,873,656  Hawaii 81.41  Louisiana 67.36 Hawaii 51.13 West Virginia  57.53  Minnesota 4.05
Maine 2,596,197 New Jersey 81.37  Arizona 66.99 Missouri 50.74 Oklahoma 56.78 Florida 4.03
Mississippi 2,526,611 Nebraska 81.03  Oregon 66.91 Tennessee 50.44 Virginia 56.37 Vermont 3.93
Alaska 1,679,107 Oklahoma 80.69  South Carolina 66.71 Arkansas 50.32 Arkansas 55,53 Utah 3.89
South Dakota 1,656,493 Florida 80.10  Alabama 66.22 Georgia 49.73 Cdlifornia 54.92  Connecticut 3.76
Idaho 1,650,232  Missouri 79.74  Florida 65.23 Mississippi 49.55 Tennessee 5454  Colorado 3.66
New Hampshire 1,438,353 Delaware 77.21  Connecticut 64.34 South Carolina 49.51 Connecticut 53.13 Delaware 3.66
Montana 1,202,605 Tennessee 76.94  Kansas 63.91 Puerto Rico 48.67 Indiana 52.58 Alabama 3.64
Wyoming 1,201,957 Louisiana 76.83  Puerto Rico 63.76 Indiana 48.52 Illinois 52.30 Nebraska 2.87
North Dakota 1,192,916 District of 75.23  Nevada 60.35 Disgtrict of 47.96 South 51.84 Nevada 2.87
Columbia Columbia Carolina

Vermont 1,127,161 Kansas 7475  Hawaii 59.22 Alabama 47.77 Puerto Rico 50.84 Illinois 2.80
Delaware 1,034,185 Mississippi 69.82  Tennessee 56.55 Virgin Islands 47.02 Arizona 50.63 Oklahoma 2.80
Rhode Island 1,016,821 Rhode Idand 68.85  Rhodelsland 51.24 Nevada 46.99 Missouri 50.00 District of 2.69

Columbia
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Pater nity

I ncentive Establish- Caseswith Current Arrearage Cost-
State Payments State ment State Orders State Collections State Cases State Effective-

(dollars) Percentage Per centage Percentage Per centage ness

Score
Hawaii 973,201  Nevada 67.89  Guam 50.17 New Mexico 46.75 Kentucky 49.97  Arkansas 2.66
Nevada 857,000  Alabama 65.39  Mississippi 49.84 Oklahoma 46.46 Virginldands 48.69 Kansas 261
New Mexico 554,604 New Mexico 57.61  New Mexico 47.51 Arizona 44.48 Alabama 4795 Cdlifornia 191
District of 502,393  Virginldands  52.94  Illinois 40.82 Guam 43.16 Guam 37.08 Guam 1.64
Columbia
Guam 101,209  Arizona 51.02  Virginldands 38.07 Cdlifornia 42.40 Hawaii 36.87  Virginldands 1.58
Virgin Islands 63,968 Indiana 50.83  Didtrict of 29.66 [llinois 39.11 District of 30.21 New Mexico 1.46
Columbia Columbia

Note: The paternity establishment percentage can be greater than 100% because states can take credit for paternities established for children of any age and compare that number
established to the number of births outside of marriage for a single year.

a. Because of conflicting information and data in other reports Guam’s PEP score of 452.87 was excluded from this report’s analysis.

Source: Table prepared by the Congressional Research Service based on data from the Office of Child Support Enforcement, Department of Health and Human Services.
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Table B-3. Child Support Enforcement Incentive Payments and
Unaudited Incentive Performance Scores, FY2003
(arranged by highest performing state to lowest performing state)

Pater nity

Incentive Establish- Caseswith Current Arrearage Cost-
State Payments State ment State Orders State Collections State Cases State Effective-

(dallars) Per centage Per centage Per centage Per centage ness Score
Cdlifornia 45,258,302 Kentucky 190.70  South Dakota 94.10  Pennsylvania 74.80 New Hampshire 7220 Indiana 7.91
Texas 36,825,204 Texas 112.10  Washington 91.00  North Dakota 71.30  Pennsylvania 7150  South Dakota 7.80
New York 30,829,027 California 107.10 Maine 90.00  Minnesota 69.90 Vermont 69.80 Mississippi 7.50
Ohio 30,351,415 Montana 103.30 lowa 88.60  Wisconsin 67.70  South Dakota 69.20  Pennsylvania 6.80
Pennsylvania 29,533,145 Colorado 101.20 Vermont 87.60 Ohio 67.30  Washington 68.90 Virginia 6.52
Michigan 27,371,576 Idaho 100.80 Wyoming 86.50  South Dakota 67.10  North Dakota 68.80  South Carolina  6.32
Florida 22,545,490 Hawaii 100.60  North Dakota 85.70  Nebraska 66.30  Minnesota 68.00  Wisconsin 5.95
New Jersey 17,895,131 Pennsylvania 99.70  Utah 84.90 Vermont 65.80 Alaska 67.60  Oregon 5.93
Wisconsin 15,632,872 New Hampshire 99.30 Montana 84.10  New Jersey 65.00 Ohio 66.30 Ildaho 5.70
Washington 14,675,136 Maine 99.20 Colorado 83.70  New York 64.70  Utah 65.80  Puerto Rico 5.67
Minnesota 13,492,130 South Dakota 99.20  Virginia 82.90 New Hampshire 64.30 New Jersey 65.60 Texas 5.63
North Carolina 12,209,075 Washington 98.50 Alaska 82.80  Washington 64.30 Delaware 64.80 Wyoming 5.57
Virginia 11,431,758 New Jersey 98.10  Pennsylvania 8150 Maryland 63.20 FHorida 64.60 lowa 5.52
Georgia 10,453,125 Wisconsin 9790 NewHampshire 8120 West Virginia 62.80 Montana 64.30 Tennessee 5.47
M assachusetts 9,958,854 Vermont 96.10 West Virginia 81.10  North Carolina 61.80 Georgia 63.60  Massachusetts 5.46
Missouri 8,653,176 Illinois 95.30  Wisconsin 80.30 Rhode Island 61.80 lowa 63.40 Louisiana 511
Kentucky 7,954,630 North Dakota 95.10  Minnesota 79.60  Massachusetts 60.90 New Mexico 63.20  North Dakota 5.10
Tennessee 7,716,005 Ohio 95.10  Missouri 79.50  Wyoming 60.90 Wyoming 63.20 Hawaii 5.08
lowa 7,220,705 Georgia 95.00 New Jersey 7950 Delaware 60.70  Maryland 62.40  New Jersey 5.06
Illinois 7,166,179 lowa 95.00  Arkansas 79.00 lowa 60.00 Texas 62.30 New Y ork 5.00
Maryland 6,537,765 Alaska 94.60 ldaho 7790 Oregon 5990 Kansas 62.00 Maine 4.99
Oregon 6,336,173 Oregon 93.60  Nebraska 7790  Virginia 59.70 = Wisconsin 62.00  North Carolina  4.99
Louisiana 6,130,392 Oklahoma 92.60 Cdlifornia 76.40 Montana 59.10  Oregon 61.60  Missouri 4.95
Indiana 5,552,522 Maryland 92.20  North Carolina 76.40  Utah 58.60  Nevada 61.20 Ohio 491
Arizona 5,065,465 North Carolina  91.00  New York 75.80  Arkansas 58.30 Colorado 60.50  Kentucky 4.88
Colorado 4,920,924 Puerto Rico 90.30 Texas 7570 Texas 57.70  Massachusetts 60.40  Michigan 4.79
West Virginia 4,209,015 Utah 90.30 Indiana 75.10 Louisiana 56.90 Louisiana 59.80 New 4.72

Hampshire

Alabama 4,001,595 New York 90.00 Massachusetts 73.90 Florida 56.40  New York 59.80 Rhode Island 4.63
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Pater nity

Incentive Establish- Caseswith Current Arrearage Cost-
State Payments State ment State Orders State Collections State Cases State Effective-

(dallars) Per centage Per centage Per centage Per centage ness Score
Connecticut 3,942,741 Florida 89.40  Michigan 7290 Alaska 55.70  Maine 59.60  Washington 4.54
South Carolina 3,928,609 Wyoming 89.10  Kentucky 7240 Maine 55.70  West Virginia 59.40  West Virginia 4.54
Utah 3,493,011 West Virginia 88.20  Ohio 7140  Michigan 55.70  Idaho 59.20 Maryland 4,53
Puerto Rico 3,463,489 Nebraska 88.10  Oklahoma 70.80 Kansas 55.30 Nebraska 59.20  Arizona 4.47
Arkansas 3,146,484 Massachusetts 86.50  South Carolina 70.70  Colorado 55.20  Michigan 59.00 Georgia 4.47
Kansas 3,105,801 Arkansas 86.00 Delaware 70.50  Connecticut 54.80 Mississippi 58.90 Florida 4,39
Nebraska 3,089,869 Mississippi 85.50 Georgia 70.10  Idaho 53.90 North Carolina 5840  Alaska 4.24
Oklahoma 3,056,022 Missouri 85.50 Alabama 69.70  Tennessee 53.70  Virginia 5750 Utah 4.13
Maine 2,556,766 Kansas 85.30 FHorida 68.80  Kentucky 53.60  Oklahoma 57.40  Minnesota 4.05
Mississippi 2,482,905 Virginia 85.10 Maryland 68.80  Virginldands 53.10 Tennessee 57.30  Connecticut 4.04
Idaho 2,216,477 Minnesota 8490 Oregon 68.60  Missouri 52.70  Rhodeldand 57.20  Alabama 3.78
Alaska 2,140,882 Michigan 83.50 Louisiana 68.50  Puerto Rico 52.60  Arkansas 56.10  Vermont 3.78
New Hampshire 1,982,008 Connecticut 83.20 Kansas 68.30 Mississippi 52.00 Cdifornia 55.40 Montana 3.63
South Dakota 1,660,526 Guam 81.70  Connecticut 65.30 Hawaii 51.30  Indiana 54.80  Colorado 3.22
Hawaii 1,588,312 Tennessee 79.00  Puerto Rico 64.70  Georgia 51.00  Connecticut 5450  Nebraska 3.22
Nevada 1,293,543 Louisiana 78.80  Arizona 63.20 Indiana 50.50 Puerto Rico 52.40  Arkansas 3.12
North Dakota 1,264,209 South Carolina  78.80  Tennessee 60.30  Alabama 49.90 lllinois 5140 Kansas 312
Wyoming 1,163,775 VirginIsands 78.60 Hawaii 59.80  Didtrict of 49.70  South Carolina 51.30 Nevada 3.12

Columbia
Montana 1,155,004 Delaware 73.70  Virginldands 5490  South Carolina 49.20  Arizona 50.80  Oklahoma 3.12
Vermont 1,086,334 Indiana 72.30  Nevada 53.50 New Mexico 49.00 Missouri 50.80 Delaware 3.03
Delaware 970,247 Arizona 71.60 Rhodelsland 5230  Oklahoma 48.40  Kentucky 50.70  lllinois 2.64
Rhode Island 962,198 Alabama 70.00  New Mexico 52.00 Illincis 47.00  Alabama 48.70  Cdifornia 231
New Mexico 672,821 New Mexico 67.30 Guam 4990 Cdifornia 4520  Virginldlands 46.20 Guam 2.10
District of 491,354 Nevada 66.20  Mississippi 49.60 Guam 4460  Guam 4580  District of 2.09
Columbia Columbia
Virgin Islands 99,488 Rhode Island 64.90 lllinois 46.70  Arizona 4320 Hawaii 40.30  Virginldands 1.84
Guam 60,339 Disdtrict of 63.90  Disdtrict of 31.90 Nevada 40.90  Disgtrict of 37.00  New Mexico 157
Columbia Columbia Columbia

Note: The paternity establishment percentage can be greater than 100% because states can take credit for paternities established for children of any age and compare that number
established to the number of births outside of marriage for asingle year.

Source: Table prepared by the Congressional Research Service based on data from the Office of Child Support Enforcement. Department of Health and Human Services.
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Table B-4. Child Support Enforcement Incentive Payments and
Unaudited Incentive Performance Scores, FY2004
(arranged by highest performing state to lowest performing state)

Pater nity

Incentive Establish- Caseswith Current Arrearage Cost-
State Payments State ment State Orders State Collections State Cases State Effective-

(daollars) Per centage Per centage Per centage Per centage ness Score
Cdlifornia 43,917,140 Cdifornia 117.76  South Dakota 93.73  Pennsylvania 74.37  New Hampshire  71.83 Hawaii 8.70
Texas 35,018,030 Colorado 108.72 Maine 90.31  North Dakota 72.02  Pennsylvania 70.97 Mississippi 7.96
Ohio 30,840,836 Illinois 106.57  Washington 89.69  Minnesota 69.53 Vermont 70.39 Puerto Rico 7.88
Michigan 29,072,933 New Jersey 106.27  Wyoming 88.33  South Dakota 68.29  South Dakota 68.76 South Dakota 7.49
Pennsylvania 26,532,361 Montana 104.98 Vermont 88.08  Ohio 67.88  North Dakota 67.35 Indiana 7.04
New York 26,298,854 Oklahoma 104.62 lowa 86.96  Wisconsin 67.64  Washington 67.17 Pennsylvania 7.01
Florida 25,086,328 Texas 103.47 Alaska 86.82  Nebraska 67.37  Alaska 66.63 South Carolina 7.00
New Jersey 16,335,761 South Dakota 103.31  North Dakota 86.59  Vermont 66.12  Ohio 66.34 Virginia 6.33
Wisconsin 14,529,242 Ohio 102.59 Montana 85.25  New Jersey 64.92 lowa 66.12 Oregon 6.17
Washington 13,445,851 Pennsylvania 101.38 Utah 85.25  New York 64.75  Minnesota 66.00 Kentucky 5.95
Minnesota 13,048,434 Maine 101.05 Colorado 84.73 New 64.54  Forida 65.75 Texas 5.95

Hampshire

North Carolina 12,807,092 North Dakota 100.85  Pennsylvania 84.05  Washington 62.87  Utah 65.20 Idaho 5.94
Virginia 10,673,373 Wisconsin 100.15 Virginia 83.54  West Virginia 62.85  Colorado 64.93 Wisconsin 5.91
Georgia 10,574,394 New Hampshire 100.04  West Virginia 82.82 NorthCarolina 62.72  Nebraska 64.62 lowa 5.59
Missouri 10,525,886 Minnesota 98.78  Wisconsin 81.92 Massachusetts  62.64  Delaware 64.30 Ohio 5.46
Massachusetts 9,168,115 Vermont 97.53  Minnesota 81.00 lowa 62.18  Wisconsin 64.26 Michigan 5.42
[llinois 8,440,244 Washington 96.82  New Hampshire 80.98  Rhodeldand 61.92  Wyoming 64.11 Missouri 5.40
Tennessee 7,766,731 Maryland 96.75  Missouri 80.70  Maryland 61.79 Texas 63.54 North Dakota 5.37
Kentucky 7,627,918 lowa 96.10  New York 80.15  Wyoming 60.79  Montana 63.53 New Hampshire 5.27
lowa 7,247,439 Puerto Rico 9590  Arkansas 79.87  Delaware 60.29  New Jersey 63.34 Tennessee 5.16
Indiana 7,080,909 ldaho 94.87 Texas 79.83  Michigan 60.21  Kansas 62.30 Wyoming 5.16
Oregon 5,956,034 North Carolina 93.32  New Jersey 79.63  Virginia 60.04  Maryland 62.10 Louisiana 5.04
Louisiana 5,878,940 Forida 92.46  Nebraska 78.92  Utah 50.82  New Mexico 61.22 North Carolina 5.01
Maryland 5,478,845 Alaska 91.82  North Carolina 78.85  Oregon 59.29  Oregon 61.19 Rhode Island 5.01
Arizona 4,992,036 Nebraska 90.56  ldaho 7855 Texas 58.54  North Carolina 61.02 New Jersey 4.89
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Pater nity

Incentive Establish- Caseswith Current Arrearage Cost-
State Payments State ment State Orders State Collections State Cases State Effective-

(daollars) Per centage Per centage Per centage Per centage ness Score
Colorado 4,833,238 New Mexico 90.25  Cdifornia 78.13  Montana 5840 Maine 59.75 M assachusetts 4.88
Alabama 3,923,947 New York 90.25  Kentucky 75.85  Forida 56.75  Tennessee 59.17 Georgia 4.67
West Virginia 3,775,411 Kentucky 89.45  Michigan 7496  Maine 56.57  Georgia 59.12 Maryland 4,57
Utah 3,677,929 Missouri 88.89  Massachusetts 7442  Louisiana 55.93  New York 59.08 Washington 452
Nebraska 3,635,367 Arkansas 88.21 Maryland 73.77  ldaho 55.68  Rhodelsland 58.94 Alaska 4.50
South Carolina 3,605,396 Hawaii 87.90 Alabama 73.05  Colorado 55,51  West Virginia 58.86 Florida 450
Connecticut 3,455,259 West Virginia 8752 Kansas 73.00 Alaska 55.49  Massachusetts 58.81 Arizona 4.42
Oklahoma 3,437,279 Virginia 86.98 Delaware 72.05  Arkansas 55.34  Louisiana 58.53 West Virginia 4.42
Arkansas 3,361,187 Wyoming 86.89  Ohio 7158  Tennessee 5471  lllinois 58.22 Maine 4.35
Kansas 3,306,309 Kansas 86.61 Louisiana 71.29  Kentucky 5470  Mississippi 58.22 New York 431
Puerto Rico 3,273,456 Connecticut 86.40  South Carolina 71.17  Connecticut 5454  Oklahoma 57.51 Vermont 4.22
Mississippi 3,246,021 Michigan 86.11  Georgia 71.13  Kansas 5438  Virginia 57.42 Minnesota 4.10
Maine 2,339,229 Massachusetts 85.86 Indiana 70.54  Puerto Rico 53.84  Arkansas 57.40 Utah 4.08
Idaho 2,335,547 Utah 84.41  Florida 70.03  Missouri 53.33  Idaho 56.46 Alabama 3.95
Alaska 1,934,767 Oregon 84.38  Oklahoma 69.54  Virginldands 5324 Indiana 56.19 Montana 3.94
New 1,803,991 Virginldands 8391  Arizona 68.80 Hawaii 53.09  Michigan 55.60 Arkansas 3.88
Hampshire
Hawaii 1,566,788 South Carolina 82.28  Connecticut 67.63  Mississippi 52.79  Connecticut 55.02 Oklahoma 3.64
North Dakota 1,542,418 Georgia 81.64  Oregon 67.48  Georgia 51.88  Cdlifornia 54.94 Nebraska 3.63
South Dakota 1,517,780 Indiana 79.52 Puerto Rico 65.47  Alabama 51.26 Puerto Rico 53.56 Colorado 3.55
Nevada 1,355,443 Louisiana 78.81  Tennessee 63.92 Digtrict of 51.22 Missouri 51.59 Nevada 3.31

Columbia
Rhode Island 1,270,822 Tennessee 77.71 Nevada 59.78 Nevada 51.11 Nevada 51.44 [llinois 3.22
Delaware 1,265,209 Arizona 74.75  Hawaii 58.66  Indiana 51.04  Kentucky 51.34 Connecticut 3.20
Vermont 1,197,334 Rhode Island 74.75  Virginldands 54.85  New Mexico 49.42  Arizona 50.50 Kansas 3.15
Wyoming 1,180,509 Mississippi 7447  New Mexico 53.92  lllinois 49.25  Alabama 50.00 Disgtrict of 3.14
Columbia

Montana 1,061,120 Delaware 74.13  Rhodeldand 5253  Oklahoma 48.60  South Carolina 49.21 Delaware 3.01
New Mexico 970,705 Alabama 73.72  Mississippi 52.13  South Carolina  48.39  Virgin Islands 47.93 Guam 2.26
District of 597,907 Guam 71.12  lllinois 51.50 Cdifornia 4796  Guam 47.52 Cdlifornia 212

Columbia
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Pater nity
Incentive Establish- Caseswith Current Arrearage Cost-
State Payments State ment State Orders State Collections State Cases State Effective-
(daollars) Per centage Per centage Per centage Per centage ness Score
Virgin Islands 105,718 District of 64.34  Guam 50.11  Guam 46.66  Hawaii 42.84 New Mexico 1.87
Columbia
Guam 80,188 Nevada 63.21  Digtrict of 3492  Arizona 42.68  District of 42.33 Virgin Islands 1.83

Columbia Columbia

Note: The paternity establishment percentage can be greater than 100% because states can take credit for paternities established for children of any age and compare that number
established to the number of births outside of marriage for asingle year.

Source: Table prepared by the Congressional Research Service based on data from the Office of Child Support Enforcement. Department of Health and Human Services.
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Table B-5. Child Support Enforcement Incentive Payments and
Unaudited Incentive Performance Scores, FY2005
(arranged by highest performing state to lowest performing state)

Pater nity

Incentive Establish- Caseswith Current Arrearage Cost-
State Payments State ment State Orders State Collections State Cases State Effective-

(dollars) Per centage Per centage Per centage Per centage ness Score
Cdlifornia 41,743,556 Oklahoma 112.42  South Dakota 96.00  Pennsylvania 74.72  Pennsylvania 7350 Indiana 8.53
Texas 37,594,823 Maine 111.02  Alaska 92.41  North Dakota 72.70  New Hampshire  71.97  Mississippi 8.53
Ohio 28,985,608 Texas 107.95  Washington 89.57  Minnesota 69.31  Vermont 71.01  South Dakota 7.76
New York 26,242,919 Cdlifornia 106.54  Wyoming 89.38  South Dakota 69.04  North Dakota 69.69  South Carolina  7.07
Michigan 26,035,157 Montana 10543 Maine 89.10  Wisconsin 69.01  South Dakota 69.52 Texas 6.81
Pennsylvania 25,422,058 Alaska 104.79  Montana 88.12  Ohio 68.98  Wyoming 67.76  Michigan 6.70
Florida 25,263,730 Puerto Rico 104.40 Vermont 88.02 Nebraska 67.84  Utah 67.57  Virginia 6.52
New Jersey 15,974,982 Ohio 104.13  North Dakota 86.75  Vermont 66.98  Alaska 67.46  Rhodeldand 6.45
Wisconsin 13,748,475 South Dakota 103.56  Colorado 85.38  New Jersey 65.27 Florida 66.71  Pennsylvania 6.39
North Carolina 13,461,627 North Dakota 102.88 lowa 85.35 New York 65.13  Ohio 66.54  Wyoming 6.25
Washington 12,719,377 New Hampshire 102.53  Utah 8525 lowa 64.74  Washington 66.11  North Dakota 6.03
Minnesota 12,135,231 New Jersey 100.45  Pennsylvania 84.71  New Hampshire  64.63 Minnesota 66.08  Puerto Rico 6.01
Georgia 10,808,188 Wisconsin 100.23  Virginia 84.68  North Carolina 64.52 lowa 65.70  Kentucky 5.95
Virginia 10,237,234 Florida 99.90  Wisconsin 8355  Massachusetts 63.79  Colorado 65.65  Massachusetts 5.93
Missouri 10,204,439 Vermont 98.82  West Virginia 8354  West Virginia 63.69 Texas 65.23  Oregon 5.93
Massachusetts 8,898,038 Pennsylvania 98.73  Arkansas 8241  Wyoming 63.67  Nebraska 64.96 lowa 5.80
Illinois 8,650,633 Hawaii 98.09 Texas 82.23  Washington 63.31  Wisconsin 64.19  Ohio 5.66
Indiana 8,385,495 North Carolina 96.37  Minnesota 82.12 Maryland 63.08 Montana 64.14  Idaho 5.58
Tennessee 7,837,795 Minnesota 96.09  Missouri 81.63  Utah 61.39 Maryland 63.92  Tennessee 5.44
Maryland 7,303,489 Washington 95.16 New Hampshire  81.15  Virginia 60.91  Delaware 63.71  Missouri 541
lowa 6,917,274 lowa 94.76  North Carolina 80.88  Montana 60.68  New Jersey 63.20  Wisconsin 541
Louisiana 6,213,377 ldaho 93.97 New Jersey 80.72  Rhodeldand 60.63  West Virginia 62.88  Georgia 5.20
Oregon 5,600,727 Kentucky 92.53 Cdlifornia 80.28  Michigan 60.52 Kansas 62.59  North Carolina  5.10

Arizona 5,423,112 Missouri 9252  New York 80.03 Texas 60.51  North Carolina 62.16  West Virginia 4.90
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Pater nity

Incentive Establish- Caseswith Current Arrearage Cost-
State Payments State ment State Orders State Collections State Cases State Effective-

(dollars) Per centage Per centage Per centage Per centage ness Score
Kentucky 5,208,111 Colorado 92.36 Idaho 7858  Delaware 60.41  New Mexico 61.32 Maryland 4.88
Connecticut 4,865,914 lllinois 92.19 Nebraska 77.72 Maine 60.30  Arkansas 60.87 Florida 4.80
Colorado 4,750,251 Oregon 91.71 Kentucky 7751  Oregon 60.09  Oregon 60.72  New York 4.79
Alabama 4,020,646 M assachusetts 91.22 Maryland 74.65 Colorado 57.69 Mississippi 60.46 New 475

Hampshire
West Virginia 3,879,643 Kansas 91.19  Michigan 7450  Arkansas 57.09  Tennessee 60.05  New Jersey 4,74
Oklahoma 3,643,878 Arkansas 90.57  Georgia 74.47  Florida 56.72  Georgia 59.16  Washington 4.74
Nebraska 3,475,303 Maryland 90.57 Kansas 74.41 Idaho 55.81 New York 59.02  Arizona 4,73
South Carolina 3,321,883 New York 90.33  Alabama 73.93  Virginlslands 55.66  Rhode Island 58.03 Louisiana 471
Kansas 3,289,970 Virginia 89.34  Arizona 73.91 Louisiana 55.45 Indiana 58.01 Alaska 454
Utah 3,288,628 Connecticut 87.87 Delaware 73.83  Tennessee 5543  Massachusetts 57.86  Hawaii 4.39
Puerto Rico 3,268,672 West Virginia 87.65  Massachusetts 73.60  Connecticut 55.38  Virginia 57.76 Maine 4.27
Mississippi 3,222,870 Michigan 86.46  Ohio 72.69  Kentucky 55.31  Louisiana 57.64  Alabama 4.26
Arkansas 2,490,610 South Carolina 84.67 Florida 7218  Hawaii 55.30  Cdifornia 56.03  Minnesota 4.22
Idaho 2,389,857 Georgia 83.69 Louisiana 71.99  Puerto Rico 55.28  Connecticut 55,51  Utah 4.03
Maine 2,167,195 Utah 83.47  South Carolina 71.23  Alaska 5496  Oklahoma 55.18  Montana 4.02
Nevada 1,826,744 Wyoming 82.90  Connecticut 69.52  Missouri 54.69 Idaho 5466  Vermont 391
Alaska 1,809,329 Nebraska 82.49 Indiana 69.39 Kansas 5452  South Carolina 53.80  Oklahoma 3.79
New 1,650,128 Indiana 82.28  Oklahoma 69.09  Mississippi 53.47  Kentucky 53.44  Arkansas 3.68
Hampshire
North Dakota 1,560,854 Louisiana 81.93  Oregon 67.41  lllinois 53.29 Michigan 53.18  Colorado 3.68
South Dakota 1,466,513 Alabama 81.89  Puerto Rico 66.37  Didtrict of 52.89  Maine 52.96  Connecticut 3.68
Columbia

Hawaii 1,431,973 Arizona 8111 Tennessee 64.84 Indiana 52.82 Puerto Rico 52.55 Illinois 3.68
Rhode Island 1,211,250 Tennessee 80.48 Nevada 62.41  Georgia 5256  Missouri 5210  Nebraska 3.57
Wyoming 1,163,702 Virgin Islands 79.56  Guam 60.18  Alabama 51.74  Arizona 51.37 Kansas 3.39
New Mexico 1,055,389 Guam 79.27 New Mexico 59.83 Oklahoma 50.11 Guam 50.33 Delaware 3.10
Montana 1,028,469 Delaware 79.14 Illinois 59.35 New Mexico 50.00 Alabama 49,96 Nevada 2.98
Vermont 977,267 Mississippi 77.80  Hawaii 58.30 Cdifornia 49.27  Nevada 49.60  District of 245
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Pater nity

Incentive Establish- Cases with Current Arrearage Cost-
State Payments State ment State Orders State Collections State Cases State Effective-

(dollars) Per centage Per centage Per centage Per centage ness Score

Columbia
Delaware 900,305 Rhode Isand 77.02  Rhodeldand 57.18  South Carolina 47.41  Virginldands 47.78  Cdifornia 2.15
District of 598,507 Digtrict of 74.81  Virginldands 5541  Guam 47.33 Illinois 4591  Guam 211
Columbia Columbia
Guam 119,823 Nevada 66.30  Mississippi 53.63 Nevada 45.68  District of 43.68  Virginldands 211
Columbia
Virgin Islands 108,972 New Mexico 54.05  District of 39.60 Arizona 4436  Hawaii 41.36  New Mexico 2.10
Columbia

Note: The paternity establishment percentage can be greater than 100% because states can take credit for paternities established for children of any age and compare that number
established to the number of births outside of marriage for a single year.

Source: Table prepared by the Congressional Research Service based on data from the Office of Child Support Enforcement. Department of Health and Human Services.
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Table B-6. Child Support Enforcement Unaudited Incentive Performance Scores, FY2006
(arranged by highest performing state to lowest performing state)

Pater nity
State Establish- Caseswith Currgnt Arrearage Cqst—
ment State Orders State Collections State Cases State Effectiveness
Per centage Per centage Per centage Per centage Score
Oklahoma 122.12  South Dakota 92.98 Pennsylvania 74.65  Pennsylvania 75.21 Mississippi 9.45
North Dakota 11440  Alaska 92.24 North Dakota 73.42  New Hampshire 72.18 Indiana 8.92
New Hampshire 113.20  Washington 89.86 Wisconsin 70.64  Vermont 70.68 South Dakota 8.23
New Jersey 113.20  Wyoming 89.09 South Dakota 69.47  North Dakota 70.15 Texas 7.52
Utah 112.18 Montana 87.96 Ohio 69.14  Wyoming 69.38 South Carolina 7.40
Cdlifornia 109.88  Utah 87.83 Minnesota 68.83  South Dakota 68.53 Virginia 6.58
Montana 108.68 Maine 87.67 Vermont 67.46  Utah 68.46 Pennsylvania 6.45
South Dakota 108.68  North Dakota 87.50 Nebraska 6744  Texas 67.35 Ohio 6.29
Idaho 104.84  Colorado 86.29 Wyoming 65.85  Washington 67.34 Wyoming 6.29
Hawalii 103.31 lowa 85.87 lowa 65.66  Colorado 67.30 Georgia 6.18
West Virginia 102.57  Vermont 85.87 North Carolina 65.64  Ohio 67.30 Kentucky 6.16
Vermont 101.01  West Virginia 85.42 New Jersey 65.57 lowa 67.18 Tennessee 6.08
Wisconsin 100.23  Virginia 85.19 M assachusetts 65.44  Alaska 66.51 North Dakota 5.86
Arkansas 100.13  Pennsylvania 84.50 New Y ork 64.91  Minnesota 66.22 Oregon 5.86
Pennsylvania 100.11  Wisconsin 83.81 West Virginia 64.48 Montana 65.41 lowa 5.79
Puerto Rico 99.29 Arkansas 83.61 New Hampshire 64.38  Nebraska 65.21 Wisconsin 5.79
Florida 99.22 Missouri 82.81 Washington 64.33  New Jersey 63.77 M assachusetts 5.59
Illinois 98.32 Texas 82.74 Maryland 64.19 Maryland 63.72 Missouri 5.58
Washington 98.00 Minnesota 82.54 Utah 63.57  Florida 63.71 Puerto Rico 543
Alaska 97.95 New Hampshire 82.54 Texas 62.33  New Mexico 63.62 Idaho 5.35
North Carolina 97.71 New Jersey 82.03 Virginia 61.61  North Carolina 63.40 Michigan 5.29
Minnesota 96.48 New Y ork 81.60 Montana 6149 Kansas 63.28 Maryland 5.20
M assachusetts 96.46 North Carolina 81.05 Michigan 61.38  Arkansas 62.51 Hawaii 5.00
Maine 96.34 Cdlifornia 80.57 Maine 61.05  Oregon 62.51 West Virginia 5.00
lowa 95.53 Michigan 79.79 Delaware 60.48  Delaware 62.32 North Carolina 4.97
Ohio 95.25 Kentucky 79.73 Oregon 60.42  Mississippi 61.35 New York 4.75
Nebraska 95.23 Idaho 79.49 Rhode Island 59.23  West Virginia 61.34 New Hampshire 4.70
Colorado 92.99 Nebraska 78.42 Colorado 59.09  Tennessee 60.56 Rhode Island 4.70
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Pater nity
State Establish- Caseswith Currgnt Arrearage Cqst—
ment State Orders State Collections State Cases State Effectiveness
Per centage Per centage Per centage Per centage Score
Texas 92.96 Maryland 77.66 Arkansas 59.02  Georgia 60.24 Florida 4.60
Missouri 92.91 Arizona 76.48 Virgin Islands 57.17  Oklahoma 59.92 Louisiana 458
Oregon 92.05 Georgia 75.67 Hawalii 56.93  Wisconsin 59.03 New Jersey 4.56
Connecticut 91.99 South Carolina 75.65 Kentucky 56.64  Indiana 58.82 Washington 4.41
New York 91.75 Delaware 75.11 Idaho 55.86  New York 58.81 Alabama 4.38
Virginia 91.69 M assachusetts 74.85 Missouri 55.68  Massachusetts 58.54 Arizona 4.35
Kansas 91.48 Kansas 74.72 Tennessee 55.68  Rhodelsland 58.44 Utah 4.28
Kentucky 91.39 Florida 73.79 Kansas 55.29  Virginia 58.09 Alaska 4.27
Maryland 90.75 Ohio 73.33 Puerto Rico 55.07  Connecticut 57.73 Montana 4.19
Michigan 90.71 Louisiana 73.10 Connecticut 5499  Kentucky 56.92 Maine 4.16
Tennessee 89.48 Connecticut 70.99 Alaska 54,90  Cdlifornia 56.46 Arkansas 4.08
Georgia 87.30 Oklahoma 69.63 Florida 5438 Louisiana 55.93 Minnesota 4.05
Indiana 86.19 Indiana 68.44 Mississippi 5432  Arizona 55.49 Oklahoma 3.99
Rhode Island 86.15 Puerto Rico 67.44 Louisiana 54.05 Maine 55.02 Colorado 3.9
Wyoming 86.07 [llinois 66.86 Indiana 53.82  Michigan 54.30 [llinois 3.84
Arizona 84.27 Nevada 66.80 New Mexico 52.97  ldaho 54.05 Vermont 3.80
South Carolina 84.24 Oregon 66.36 Alabama 52.87  Missouri 53.36 Nebraska 3.78
Virgin Islands 83.53 Tennessee 63.87 Oklahoma 52.68  South Carolina 52.98 Connecticut 3.74
Alabama 81.69 New Mexico 63.24 District of Columbia  52.53  Puerto Rico 52.37 Kansas 3.38
Delaware 81.61 Guam 58.80 Georgia 51.93 Nevada 51.53 Nevada 3.34
Louisiana 81.07 Rhode Idland 58.57 Illinois 51.76  lllinois 51.29 Delaware 2.70
Mississippi 79.98 Hawaii 58.53 Cdlifornia 50.39  Guam 49.46 District of Columbia 2.55
District of Columbia 78.09 Virgin Islands 55.46 South Carolina 49.31  Virginldands 47.61 New Mexico 2.36
Guam 77.29 Mississippi 54.13 Arizona 46.55  Disgtrict of Columbia  41.66 Virgin Islands 213
Nevada 69.35 Alabama 50.91 Guam 46.39  Hawaii 41.01 Cadlifornia 2.03
New Mexico 59.44 District of Columbia _ 45.43 Nevada 45.92  Alabama N.A. Guam 1.84

Note: The paternity establishment percentage can be greater than 100% because states can take credit for paternities established for children of any age and compare that number
established to the number of births outside of marriage for asingle year.

Source: Table prepared by the Congressional Research Service based on data from the Office of Child Support Enforcement. Department of Health and Human Services



