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Despite reform attempts, California continues
to lag the nation in the collection of child
support and in its performance on federal
outcome measures. We recommend creating
a performance-based system which gives
counties the flexibility and financial incentives
to meet state-established performance
benchmarks. If enacted, our proposed
reforms would (1) likely increase the amount of
child support collected on behalf of custodial
parents and (2) restore accountability to the

child support enforcement system. B
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INTRODUCTION

The primary purpose of the child support
enforcement program is to collect from absent
parents, support payments for custodial parents
and their children. Local child support offices
provide services such as locating absent parents;
establishing paternity; obtaining, enforcing, and
modifying child support orders; and collecting
and distributing payments.

Effective January 2000, the Department of
Child Support Services (DCSS) was created by
the enactment of Chapter 478, Statutes of 1999,
(AB 196, Kuehl), and Chapter 480, Statutes of

1999, (SB 542, Burton and Schiff), in order to im-
prove the administration of California’s child sup-

port program. (Henceforth, these measures are
referred to as the “reforms of 2000.”) This legis-
lation removed the state administration of child
support from the Department of Social Services
and shifted the local responsibility for collecting
child support from the district attorneys’ offices
to local child support agencies (LCSAs). Most
counties formed their own LCSA, however nine
small counties joined together to form regional
LCSAs. One of the driving forces behind these
changes was to improve the program’s ability to
collect child support from noncustodial parents.

BACKGROUND

MEASURING STATES’ CHILD
SuPPORT PERFORMANCE

Pre-1996 Performance Measure. In 1996,
Congress passed and the President signed the
Personal Responsibility and Work Opportu-
nity Reconciliation Act. This measure made
significant changes in several public assistance
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However, five years into the reform, Califor-
nia lags behind the rest of the nation in collect-
ing child support owed to custodial parents
and performs poorly on the majority of federal
performance measures. While some argue that
the poor performance is due to funding limita-
tions, we find that it is not a primary determinant
of performance in this case. Rather, we conclude
that the poor performance is primarily due to
two factors:

> Despite being a county administered
program, the program is too tightly
controlled at the state level, leading to a
lack of investment and ownership in the
program by the counties.

> Counties face limited fiscal incentives to
improve their child support collections
performance.

This report offers recommendations for
further restructuring the child support program
that would help address the continued poor col-
lections performance. It would do this by giving
LCSA, the ownership and flexibility necessary to
best tailor their programs to fit the needs of their
communities and to allow them to maximize
child support collections.

programs, including child support. Prior to the
passage of the legislation, the focus of the child
support enforcement program was to collect
child support payments from the absent par-
ent and use part of the collection to offset the
government’s costs of welfare grants provided
to the absent parent’s family. As an incentive
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to pursue collections .
P ) ' Figure 1
counties were allowed

Federal Performance Measures

to keep a portion of the

Federal Welfare Reform Act of 1996

funds they recovered.

Collections Measures

These incentive pay-
ments more than offset ;
that is collected.
the county costs of run-
ning the local child sup-

port programs. The suc- I

Current Support Collections. The percentage of total current support owed

Arrearage Collections. The percentage of cases with arrearages in which
some portion of past-due support is collected and paid to the family or the state.

Cost-Effectiveness. Total collections divided by total administrative

cess of the program was
Input Measures

measured at the state
level primarily by the
amount of child support
collected, especially SURpOHOrder:
child support payments
that went toward reim-
bursing the state and counties for welfare grants.
New Federal Performance Measures. As re-
quired by the federal welfare reform act of 1996,
the federal government developed five perfor-
mance measures and adopted a new perfor-
mance-based incentive system for the Child Sup-
port Program. Unlike the old incentive payment
system that focused primarily on collections
to offset welfare grant costs, the new system
consists of five performance measures, includ-
ing three collections measures—current support
collections, arrearage collections, and cost-effec-
tiveness—and two “input” measures—paternity
establishment and support order establishment.
These measures are summarized in Figure 1.
While child support collection services
historically have been available to both welfare
and nonwelfare families, most of the emphasis
had been on providing those services to welfare
families. The introduction of these federal per-
formance measures signaled a fundamental shift
in the child support collection program. Instead
of focusing on collecting child support primarily
on behalf of welfare families, the new program

Paternity Establishment. The state may use either of two specified ways to
measure its success in establishing the paternity of all children in its caseload.

Support Order Establishment. The percentage of cases in which there is a

focuses on a range of measures to gauge how
well a state is providing child support services,
regardless of family welfare status. Success is de-
termined by how well states are able to collect
child support for families, regardless of whether
or not the families are receiving welfare assis-
tance through the federal Temporary Assistance
for Needy Families (TANF) program. As a result,
the child support services program has become
more of a nonmeans tested social services pro-
gram that provides services free of charge to any
custodial parent, regardless of family resources.
How the Federal Incentive System Works.
The exact amount of a state’s incentive pay-
ment depends on its level of performance, when
compared with other states, and the rate of
improvement over the prior year. Along with the
new incentive system, states are also required
to meet specified levels of data quality. If states
do not meet these overall performance and data
quality standards, they face federal penalties and
sanctions. Likewise, if a state falls below federal
minimum standards on certain performance
measures such as paternity establishment and
current support collections, it faces the potential

LEGISLATIVE ANALYST’'S OFFICE
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Figure 2
Total Child Support Collections:®

Assistance Versus Nonassistance Cases

over the last ten years.
(These collections are
used to partially offset

Collections in Millions

the governmental costs
of welfare or foster care
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|:| Non-Assistance
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8Includes current collections as well as collections on past due support known as arearages.

of federal penalties. In summary, the prior incen-
tive to focus program efforts primarily on fami-
lies receiving welfare assistance no longer exists
under the new incentive system.

SHIFTING EMPHASIS TO COLLECTIONS FOR
NoNAssisTANCE CASES

As illustrated by Figure 2, assistance collec-
tions (welfare cases) have remained virtually flat

01-02

grants.) Conversely,
nonassistance collec-

L tions have tripled over

— the last ten years to over

$1.5 billion. (These col-
lections are provided to
nonwelfare recipients for

support of the family.) As

noted earlier, the prima-
ry reason for the growth
is @ new emphasis on

providing child support

03-04 05-06

Projected collection services for

any family that requests
the service. States’ per-
formances are measured
on the total amount of child support collected,
whether it is for assistance cases or those cases
that are not receiving welfare assistance. None
of the federal performance measures distinguish
between an assistance dollar collected and a
nonassistance dollar.

CALIFORNIA’S CHILD SUPPORT PERFORMANCE

History of Poor Performance

California has historically performed poorly
in its attempts to collect child support on behalf
of families. In 1992, our office reported that
the federal government ranked California 48"
among the 50 states in its ability to collect child
support, based on 1989 data. This reflected the
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continuation of relatively weak performance
previously seen in the program. (See our analysis
entitled “California’s Child Support Enforcement
Program”, in our 2002-03 Budget: Perspectives
and Issues) As we discuss below, despite at-
tempts to improve the program and significant
state and federal reforms, California still hovered
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near the bottom of the nation for child support
collections as of 2004.

California Continues to Perform Poorly
On Collection Measures

As Figure 2 shows, there has been a steady
increase in child support collections since
1991-92, with most of the growth being in the
nonassistance caseload. Despite the increases,
there continue to be reasons for concern with
California’s performance.

Current Collections. Figure 3 shows that
California has made some progress during the
last five years in increasing the percentage of

current child support which it collects. Neverthe-

less, in federal fiscal year (FFY) 2004 California
collected less than one-half of the child support
owed to families. Specifically, of the almost
$2.7 billion in current child support owed to

Figure 3

Percent of Current Child Support Collected
California Versus National Performance

families in 2004, California collected just under

$1.3 billion (48 percent). While this collection

rate exceeded the required federal standard of

40 percent, it fell below the national average

performance (58 percent). California’s perfor-

mance resulted in it being ranked 49 in the

nation on this child support measure in 2004.

Among the ten largest states, California ranked

last on this performance measure in 2004 as

shown in Figure 4.

Arrearage Collections. Many noncustodial
parents owe back child support that has not
been paid. The child support program is re-
quired to try to recoup those funds for families
and for the government. This measure gauges
the number of cases with passed due child sup-
port that have had some portion of that balance
collected.

Figure 5 shows that California’s performance
in this area has remained
fairly constant over the
last five years, ranging
between 53 percent

and 56 percent of

ALY N e cases from which some
70% back child support was
collected. Nationally,
60 1 however, back child sup-
| port is collected in about
%  / 60 percent of cases with
40 arrearages and California
ranked 43 among the
30 I m:iﬁ;ﬁ' CA;’"efroara?a) 50 states on this mea-
Califoria sure in 2004. As with
20 - :
the previous measure,
W0 - the federal government
has set 40 percent as
T T T the minimum acceptable
2000 2001 2002 2003 2004 level. When compared
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with the ten largest
states, California ranked
last on this measure in
FFY 2004, as shown in
Figure 6 (see next page).

Cost-Effectiveness.
This performance mea-
sure assesses how much
child support is collected
for every administra-
tive dollar spent on the
program. In other words,
it determines a state’s
return (in the form of
collections) for its invest-
ment (administrative
expenditures).

During the last five
years, California’s cost-
effectiveness in run-
ning the child support
program has declined,
while the national per-
formance on this mea-
sure has improved, as
shown in Figure 7 (see
next page). California’s
drop in cost-effective-
ness between 2003 and
2004 is due to the state’s
investment in the feder-
ally required statewide
automation system. This
is because cost-effective-
ness is determined by
dividing collections by
program expenditures,
including automation
costs. The state’s added
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Figure 4
Percent of Current Child Support Collected

Ten Largest States

Federal Fiscal Year 2004
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Figure 5

Percent of Past Due Child Support Collected
California Versus National Performance
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Figure 6

Percent of Past Due Child Support Collected
Ten Largest States

Federal Fiscal Year 2004

National Average
59.9
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Figure 7

Child Support Cost-Effectiveness Over Time®
California Versus National Performance

Federal Fiscal Year

$6.00

5.00 /
4.00
3.00
2.00 1

== National Average
1.00 - (without California)
California
1 1 1
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8Collections per $1.00 spent on administration.

automation costs were
not accompanied by
higher collections, thus
reducing the cost-effec-
tiveness measure. Once
the systems have been
finally implemented, the
cost-effectiveness of the
program should improve.
In 2004, California
collected $2.12 for every
dollar invested in the
program, placing it 49th
out of 50 states on the
cost-effectiveness mea-
sure. Other large states,
such as Indiana and
Pennsylvania collected
between $7 and $8 for
every dollar invested in
their programs, as shown
in Figure 8. The national
average in 2004 was
$4.38 collected for every
dollar spent. Without
California, the national
average rises to $4.85.
The federal government
has set $2 as the mini-
mum acceptable level of
cost-effectiveness.

California Performs
Well on “Input
Measures”

Unlike the previous
measures, which assess
the actual collection of
child support, California

LEGISLATIVE ANALYST’'S OFFICE
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has had more success with the two input
measures. These measures focus on setting up
cases appropriately by determining a child’s
paternity and getting an actual child support
order in place.

California ranks at the top of the nation in es-
tablishing paternity for every child in its program.
Along with paternity establishment, California
has also done well in establishing child support
orders. Of all of the cases in its child support
program, California has managed to establish
support orders for about 78 percent of cases.
(Please see Appendix A for performance infor-
mation by state.)

Child Support Collections Vary Widely
Among Counties

As there are differences in performance
among states, there is significant variation
among California’s
counties on the federal Figure 8
collection performance

measures. We reviewed

ties on the collection performance measures.
Also, the fact that one county performs well on
one measure is not a predictor that it will per-
form well on all measures. For example, while
San Bernardino County is the highest in the state
on the cost-effectiveness measure, it performs
below the statewide average on the other two
measures. Conversely, Santa Clara County does
not do well on the cost-effectiveness measure,
but performs near the statewide average on the
other two.

Current Collections. Figure 9 (see next
page) ranks the ten largest counties in terms of
their performance collecting child support pay-
ments on current support orders. Alameda leads
the ten counties by collecting almost 60 percent
of the payments owed on current child support
orders. Conversely, San Bernardino falls behind
the other counties by collecting only 41 percent

Child Support Performance—Cost-Effectiveness
Ten Largest States

the performance of the
ten largest counties, ac-

Federal Fiscal Year 2004

National Average

$4.38
counting for 71 percent

) Indiana |
of the state’s child sup-

Pennsylvania
port caseload. We found yivan |
that, Alameda and Fres- Ve |
no Counties consistently Ohio |
lead the other large Michigan |
counties in collections Georgia |
performance. Los Ange- Florida |
les, which accounts for New York |
the largest share of the
) _ llinois |

state’s collection casel-
oad (26 percent), consis- California ! : : .
tently scores below most $2 4 6 8

of the other large coun-
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Figure 9

Percent of Current Child Support Collected
Ten Largest California Counties

Federal Fiscal Year 2004
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Figure 10

Percent of Past-Due Child Support Collected
Ten Largest California Counties
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Federal Fiscal Year 2004
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80%

of the money owed on
current orders in that
county.

Cases With Col-
lections on Arrears.
Figure 10 ranks the ten
largest counties on the
number of cases with
some collections on past
due child support. Simi-
lar to current support
collections, Alameda
outperforms the other
counties with collections
for 70 percent of the
cases with arrearages
and Los Angeles trails
the other counties with
collections for 47 per-
cent of the cases.

Cost-effectiveness.
Finally, Figure 11 illus-
trates cost-effectiveness
levels for the ten largest
counties. For 2004, San
Bernardino is the most
cost effective county in
this group. In contrast,
Santa Clara trails the oth-
er large counties collect-
ing $2.46 for every dollar
spent in the program.
During 2004, the cost-ef-
fectiveness average for
all 58 counties is $2.60.

Preliminary FFY
2005 Performance
Data. At the time this
report was published,

LEGISLATIVE ANALYST’'S OFFICE
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preliminary data on Figure 11

California and county
performance for FFY

Child Support Performance—Cost-Effectiveness
Ten Largest California Counties

2005 was becoming

Federal Fiscal Year 2004

available. However, data
from other states was
not available. Our review

National Average (FFY 2003)

San Bernardino |

.. Fresno
of the preliminary data |
Alameda
for FFY 2005 suggests |
. . Riverside
that California has con- |
. . Los Angeles |
tinued its recent trend
. Orange |
of slight year-over-year
] Sacramento [
improvement on federal
Kern |

collection measures, but

Statewide Average?

is likely to remain well
below national averages.
As regards current and
past due collections,

San Diego [

Santa Clara |

$1.00 2.00 3.00 4.00 5.00

8This statewide average is an average of all 58 counties and does not include state operations or automation

county performance in
2005 is generally similar
to performance in 2004.

However, as regards cost-effectiveness, Riverside

expenditures at the state level. Including those expenditures lowers statewide cost effectiveness to $2.12.

County is now the leader among the ten largest
counties.

WHY HAS CALIFORNIA STRUGGLED TO COLLECT

CHILD SUPPORT?

As indicated earlier, California enacted sig-
nificant changes to the child support program in
2000. At the state level, the key change was the
establishment of a new department to oversee
the child support program. At the local level, the
most significant change was the shift of respon-
sibility for carrying out the program from the
local district attorney’s office to a new county
department for child support services. Despite
these changes, California has not experienced
significant improvements in child support pro-
gram performance. We believe there are three
reasons for this. First, although, overall funding

LEGISLATIVE ANALYST’'S OFFICE

per case in California is high compared to other
states, in certain counties low allocations may
be contributing to poor performance and col-
lections. Second, in an attempt to reform the
program in 2000 the state may have swung the
pendulum too far in the direction of state con-
trol. Instead of having a program that leaves the
responsibility for the collection of child support
at the local level, the state created a program of
tight state control that provides little flexibility at
the local level. Finally, the previous state incen-
tive program for counties has been jettisoned

in favor of a program that provides minimal
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fiscal incentives for counties to run an effective
program. Below, we explore how these factors

have contributed to poor levels of child support
collection.

Is FUNDING A PROBLEM?

Funding by State

The child support program is funded through
a combination of federal and state funds. Califor-
nia spends from this combined source of funding
significantly more per child support case than
virtually any other state in the nation. For ex-
ample, among the ten largest states in FFY 2003,
California spent $529 per child support case
while the next closest state was Ohio, which
spent $366 per case, as shown in Figure 12. At
$324 per case, New York, another high cost-of-
living state, spent slightly less than the national
average of $327. All of the ten largest states,

Figure 12

Total Child Support Funding Per Case

Ten Largest States

except lllinois, outperformed California in col-
lecting child support from current cases, while
spending considerably less to do so than Califor-
nia. Thus, statewide funding does not appear to
be a significant factor contributing to California’s
weak performance. (Please see Appendix A for
total funding per case by state.)

Funding by County in California

Wide Variation in Funding. The statewide
average funding per case (excluding automation
costs) in 2004-05 was just under $400 per case.
However, funding varied widely, from a high of
$1,021 per case in Marin County (104 percent
above the statewide average) to a low of $236
per case in San Bernardino County (53 percent
below the statewide average). This is because
county allocations are based on prereform
program costs and collections. Some district at-

torneys designate signifi-
cant resources to child

support while others did
not. Figure 13 shows the

Federal Fiscal Year 2003
$327

Ohio |

Pennsylvania |

Florida |

New York |

Texas |

Michigan |

lllinois |

Georgia |

Indiana

National Average

variation in the funding
per case for the ten larg-
est counties in Califor-
nia. (The funding levels
in this chart, unlike the
national charts presented
earlier, do not include
automation costs.) As
the figure shows, funding
ranges from $580 per
case in Alameda County
to $236 per case in San
Bernardino County.

Even among counties of

$100 200 300 400

Funding Per Case

similar size and location,
500 600

the variation in funding
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exists. For example, Orange County was funded
at $542 per case, while San Bernardino spent
$236 per case.
Is There a Figure 13
Relationship Between

ties excel in their performance. Because of the
mixed results associated with county funding
and performance, we conclude that program

Child Support Funding Per Case®
Ten Largest California Counties

Low Spending and Weak

Performance? Our re- 2004-05

view finds mixed results Alameda
statewide when correlat- Orange
ing funding and county Santa Clara

performance. Some Statewide Average

low-allocation counties Sacramento
are poor performing Kern
counties. On the other San Diego
hand, some low-alloca- Riverside
tion counties perform Fresno
well. For example, six of Los Angeles

the ten lowest allocation San Bernardino

counties are among the
better performers in the
state (above average on

$100 200 300 400 500 600 700
Funding Per Case

4Funding per case does not include automation costs. Therefore, the statewide average in this

chart differs from the California average in Figure 12.

at least four out of five
measures).

Figure 14 shows funding and performance
for the ten largest counties. As with the other
48 counties, these counties show a mixed bag in
terms of performance. The two higher allocation
counties, Alameda and Orange, are performing
well and the two lowest funded counties, Los
Angeles and San Bernardino, are struggling with
their performance. At the same time, Fresno,
one of the lower funded counties, is managing
to perform at or above the statewide average in
all five performance measures.

Overall, our conclusion is that some lower
funded counties tend to have a harder time
collecting child support. But the data are not

definitive because some low allocation coun-
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Figure 14

Child Support—County Funding and
Performance

2004-05
Funding

Ten Largest Counties Per Case Performance?
Alameda $580 5
Orange 542 5
Santa Clara 536 3
Sacramento 364 2
Kern 361 3
San Diego 354 2
Riverside 345 2
Fresno 305 5
Los Angeles 299 1
San Bernardino 236 1

& Number of federal measures at or above statewide average.
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funding is not the primary driver of performance
or collections, but low funding may prove to be
a barrier for some counties. Our discussions with
LCSA directors further supports this finding.

MinimaL LocaL FiscaL INCENTIVES

Counties no longer have much of a fiscal
stake in the child support program. Previously,
counties were able to retain 13.6 percent of all
of the child support they collected. Those funds
were used to offset the county share of cost of
the program and any remaining funds could be
used for other county purposes. This financial ar-
rangement provided a strong incentive for coun-
ties to maximize their child support collections.

Currently, counties have only a minimal
incentive to improve performance. Under cur-
rent state law, counties have no share of cost in
running the program as those expenses are paid
by the state and federal government. (In 2004-05,
the costs totaled almost $1 billion.) Counties do
retain 2.5 percent of the collections made on
behalf of welfare assistance cases. Most counties
use these funds to offset a portion of the county
welfare departments’ costs associated with the
California Work Opportunity and Responsibility
to Kids (CalWORKSs) grants provided to the fami-
lies of the absent parents. However, since local
child support agencies are not part of the welfare
departments, they do not have any significant fis-
cal ties to the program or incentives to maximize
collections in order to offset welfare grant costs.
Unless county boards of supervisors make child
support enforcement a priority, the LCSA direc-
tors have limited incentive to do so. Moreover,
there is no county fiscal benefit from increasing
collections on the faster growing nonassistance
cases, which represent about 75 percent of the
caseload.

In addition, the federal performance mea-
sures have provided little fiscal incentive for
most counties to improve performance. As
described earlier, improvement on federal
performance measures relative to other states in-
creases California’s share of the federal incentive
allocation. Although the state receives a fiscal
benefit from improved performance, the coun-
ties do not share in this benefit. County perfor-
mance on the federal measures is published,
but a county’s performance does not impact its
allocation of state and federal program funds.

Later in this report we make recommenda-
tions to create an alternative structure that will
address this problem. We believe that a lack of
fiscal incentives has contributed to California’s
poor record in collecting child support despite
the state spending significantly more per case
than other states on those collection efforts.

Lack oF CountY PROGRAM CONTROL

The reforms of 2000 provided the direc-
tor of DCSS with a unique level of control over
the program. Prior to the 2000 reforms, many
concluded that part of the failure of the child
support program was due to a lack of coordina-
tion and integration between the state and local
child support agencies. It was also noted that
there was a lack of strong state leadership in
the program. To correct these perceived weak-
nesses, the enabling legislation gave the state
director “direct oversight and supervision” of the
child support operations. This resulted in local
child support agencies being required to report
and respond to the state director on all aspects
of the child support program.

This centralized level of direct state control
and responsibility for local programs has led to
an inflexibility that works against counties struc-

LEGISLATIVE ANALYST’'S OFFICE
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turing their programs in the best ways to meet
local needs. A primary example of this can be
seen in Los Angeles County. Because of its poor
performance, Los Angeles was placed in correc-
tive action status. The first phase of the correc-
tive action was for the county to work with the
state in developing a program improvement
plan. Central to the plan for Los Angeles was
the goal to improve its collections for current
child support orders. In an effort to make that
improvement, the Los Angeles LCSA received
permission from its county board of supervisors
to shift staff and resources from its child support
call centers to collections activities. Despite the
decision of the county board of supervisors, the
state director did not allow Los Angeles County
to shift those resources, thereby making it dif-
ficult for the county to meet its required im-
provement goals. Similar to Los Angeles County,
our discussions with the county child support
directors association suggest that counties often
do not have the authority to structure their

programs in ways that best fit the needs of their
caseload and community.

ConNcLusioN: LAck oF ACCOUNTABILITY
IN THE SYSTEM

Minimal fiscal incentives, lack of local pro-
gram control, and perhaps the lack of federal and
state resources in some counties have contributed
to poor child support enforcement performance.
Although the state is ultimately responsible to the
federal government for the performance of the
program, there are virtually no fiscal consequenc-
es for the local child support agencies if they
perform poorly. Moreover, the state has no ef-
fective means of encouraging local child support
agencies to improve their collections. Counties
may attempt to excuse their poor performance
by claiming lack of resources, control, or fiscal
incentives. Each level of government blames the
other for weak performance, resulting in a lack of
accountability to the Legislature.

WHAT ARE THE LEGISLATURE’S OPTIONS?

The Legislature has several options for altering
the child support collections program in order to
improve collection efforts, as we discuss below.

MovVE THE ENTIRE PROGRAM
To THE STATE

One alternative would be to shift operation
of the child support program from the county to
the state, thereby clearly making the state rather
than the counties responsible for the program-
matic and fiscal decisions that affect program
performance. State control would increase
accountability by eliminating the ability for state
and local officials to blame each other for weak

LEGISLATIVE ANALYST'S OFFICE

performance in the program. Further, the state

is required to create and operate a single state-
wide automation system, which is required to
integrate the data and automation needs of the
LCSAs. There may be some data and automation
efficiencies created with a state-level program
which would not be required to incorporate
specific county needs. Finally, this option would
eliminate duplication of personnel and activities
between the state and counties.

For these reasons, it might make sense for
the state to assume full responsibility for the
child support program. On the other hand, creat-
ing a state run child support program significant-
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ly reduces responsiveness to local communities
and does not allow the program to be tailored to
best serve the needs of diverse local populations.

CoNTRACT OuT THE PROGRAM

On August 3, 2004, the California Perfor-
mance Review (CPR) released its report on
reforming California’s state government, with the
aim of making it more efficient and more respon-
sive to citizens. In the area of child support, the
report noted many of the concerns expressed
by the Legislature over the last several years. It
found that the state continues to perform below
the national average on several key federal
performance measures, funding for the program
appears to be high when compared with the rest
of the nation, and, finally, counties have virtually
no fiscal investment in the program and there-
fore have little incentive to improve their per-
formance. In response to these concerns, CPR
recommended abolishing the local child support
agencies and having the state contract out the
collection of child support to either private com-
panies or local governmental entities. Counties
would no longer be involved in the collection
of child support unless they successfully bid for
their local contract.

Privatization as proposed by CPR raises two
significant concerns. First, it is uncertain that the
state would be able to complete and success-
fully operate the federally required statewide
automation system in a locally privatized envi-
ronment that allows local entities to compete for
the opportunity to run the child support enforce-
ment program. Secondly, in order to privatize
the program, the state would need to be able to
find local entities with the ability and willingness
to bid on the entire array of child support ser-
vices. These functions would include everything

from (1) working with hospitals and parents to
establish paternity, (2) providing a grievance
process for clients and (3) working with financial
institutions to seize bank accounts and assets.

REcOMMENDATION: CREATE A
PERFORMANCE=-BASED
CounTtY RUN PROGRAM

We recommend creating a performance-
based, county run program that: (1) allows the
counties the flexibility to structure their own
programs, (2) requires counties to fund a share
of the costs for the program, (3) rewards them
for good performance on federal performance
measures, and (4) provides a funding mechanism
to assist those counties which may need addition-
al resources to improve their performance.

The child support program is well suited for
shifting primary program control to the local
level, in conjunction with the establishment
of appropriate incentives and accountability
measures. Such a shift in control would provide
counties with substantial flexibility to shape their
own programs in order to meet the specific
needs of their population and achieve expected
performance levels. Along with the increased
flexibility, counties would be held accountable
for their performance. Utilizing the performance
measures in this way would ensure continued
state involvement and the opportunity for strong
state leadership, without excessive and unneces-
sary control placed in the hands of the state.

LAO Approach

As shown in Figure 15, we recommend al-
lowing flexibility for program structure at the lo-
cal level, establishing a county share of costs for
the program, rewarding counties for their perfor-
mance, and creating a funding structure to assist
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lower-funded counties. We believe that this ap-
proach will provide a better mix of responsibility,
flexibility, and incentives for counties to improve
their performance in the collection of child sup-
port. As a result, the state’s overall performance
should improve and California should receive a
larger share of federal incentive funding while

at the same time recouping more child support
collections.

Allow for County Flexibility and
Variation

We recommend that counties be given the
flexibility to develop local programs that best
allow them to meet their local needs. This flex-
ibility, much like that given to counties in other
social services programs, would allow each
county to target their resources on projects and
in performance areas that would best improve
the county’s overall collection of child support.
This would eliminate difficulties like those men-
tioned earlier regarding Los Angeles County.

Flexibility would also provide local child sup-
port agencies with the freedom to implement
innovative programs and develop best practices
for collecting child support that then can be
shared with other counties.

We understand that there might be some
concern with relinquishing this level of control
over the child support program. Under the cur-
rent federal performance requirements, the state
as a whole is expected to perform at certain
levels and is held accountable for the success or
failure of the program through fiscal incentives
rewarding performance and penalties for unac-
ceptable performance. However, making coun-
ties accountable for their performance through
the right mix of fiscal incentives and financial
rewards (as discussed below), could relieve the
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state of the need to place such strict controls on
the counties. Under a county run program, the
state would be responsible for reviewing the per-
formance data submitted by the counties on a
regular basis and determining whether they were
performing at an acceptable level.

Create a County Share of Costs

If counties are provided greater flexibility in
administering the program, they should also bear
some responsibility for the decisions they make in
carrying out the program. One way to ensure that
counties bear more responsibility for the success
of the child support program is to give them a
fiscal stake in it through a share of program costs.
Such a share of costs would provide counties
with a fiscal incentive to ensure that funding is
spent carefully and targeted toward activities that
improve the collection of child support.

Figure 15

LAO Approach to Improving
Child Support Collections

‘/ Allow counties the flexibility to structure their
programs to best suit the needs of their
communities.

‘/ Create a county share of costs.

‘/ Establish an incentive program that rewards
counties for good performance on federal
performance measures.

‘/ Provide a loan program that allows under-
funded and underperforming counties the
funds necessary to improve their perform-
ance.

‘/ Require state takeover of low performing
local child support enforcement programs
unless the state director finds that there are
extenuating circumstances.
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Avoiding a State Mandate. Under current
law, if the state mandates that counties perform
new activities or provide a higher level of ser-
vice, it generally is required to reimburse coun-
ties for those costs. We recommend taking two
steps to avoid the creation of a state mandate.
First, we recommend creating an optional pro-
gram, which would give the counties a choice of
whether or not to participate, rather than requir-
ing participation. This would require approval
from county boards of supervisors in order for
counties to participate. Because the program is
optional, there would be no mandate. We do
emphasize, however, that in order for this pro-
gram to function correctly, the program needs to
be structured so that once counties opt in they
cannot decide to opt out before a defined time
period expires without the consent of the state
director. Otherwise, counties would have the op-
portunity to opt in or out of the program when-
ever it suits them, thereby reducing the state’s
ability to use funding levels as a true incentive to
improve performance.

Second, in order to provide an incentive for
counties to participate in the new share of cost
program, we recommend offering them offset-
ting fiscal relief. This would allow them to shift
county general fund to the child support en-
forcement program with no overall net increase
in county general fund costs. Such relief could
be provided by reducing the county share of
another social services program for those coun-
ties that opt into the county share for the child
support program. Alternatively, the relief could
be provided as a direct subvention of funds to
the counties, adjusted for inflation.

We further recommend that counties that
opt not to participate in the county share pro-
gram retain essentially the current program

requirements. These counties would not be eli-
gible to participate in the county loan program
or be eligible for financial incentives outlined
later in this report. At the same time, we recom-
mend that these counties be required to im-
prove their performance within a specified time
frame if they fall under the statewide average,
just as other poor performing counties will be
required to improve their performance. Should
any county fail to improve after a specified pe-
riod of time, we recommend a state takeover of
the local program, unless the state director finds
extraordinary, extenuating circumstances that
justify leaving the program at the local level. This
action would require statutory authorization.

Reward Counties for Performance

Although current law contemplates an incen-
tive system to reward counties for their perfor-
mance, no such system has been implemented
because of the state’s difficult fiscal situation.
We recommend implementing an incentive
system that rewards counties for good perfor-
mance. The incentives would be provided in the
form of additional state and federal child support
program funds, or potentially additional federal
incentive funds.

Legislature to Set Performance Standards.
Under our approach, the Legislature would set
the magnitude of the incentive program, the
funding source for the incentive payment, and
the outcomes which counties would have to
meet in order to earn the incentive. In develop-
ing the system, we recommend that the Legisla-
ture establish benchmarks, such as the national
average for collections per case, for measur-
ing performance and reward those counties
that perform above that level. In our view, the
Legislature should consider an incentive amount
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that is between 5 percent and 15 percent of
total state and federal funds allocated to coun-
ties. It is important that the incentive be gener-
ous enough to encourage counties to invest in
improving their child support performance.
Maximize County Flexibility. As noted
above, the incentives would be a combination
of General Fund dollars, federal child support
matching funds, and federal incentive funds.
To increase the attractiveness of the incentive,
we recommend that counties be given maxi-
mum flexibility in using their earned incentives.
Specifically, counties could (1) use the General
Fund portion of their incentive to reduce their
county cost share, resulting in a county sav-
ings, (2) reinvest the state and federal funds into
their program, or (3) invest federal incentive
funds in other programs which contribute to
the effectiveness of the child support enforce-
ment program. With regard to this latter option,
the expenditures for “other” programs must be
approved by the federal Secretary of Health
and Human Services. To date, the secretary has

approved job programs for noncustodial parents.

Other potential programs that the Secretary
could approve include preventive child welfare
services designed to keep families together.

Performance-Based Loan Program for
Lower-Funded Counties

As discussed earlier, our analysis of the data
show that some lower-funded counties tend
to have a harder time collecting child support.
However, the evidence is not definitive. Because
lower funding may be affecting some counties’
ability to collect child support, it would make it
difficult for the state to demand improvements
in performance without finding some way to in-
crease those counties’ overall funding levels. It is
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important for counties to be able to have access
to enhanced funding, if indeed that is a barrier
for improving their performance. Toward that
end, we recommend creating a loan program for
those counties that are willing to accept a share
of cost, plus increase their own funding invest-
ment in the child support program.

We suggest a loan program whereby coun-
ties which invested additional county funds
in their program would then have their funds
matched by additional state funds at a two
(state) to one (county) ratio. The combined ad-
ditional state and county funds would then draw
down federal funds at a three to one ratio. Every
dollar invested by a county would be matched
with an additional $2 from the state and $6 from
the federal government. Therefore, a relatively
modest investment of $50,000 by a county
would be matched with $100,000 from the
General Fund. That $150,000 would draw down
an additional $450,000 from the federal govern-
ment for a total increase of $600,000.

Along with this enhanced funding, however,
the state and the county would negotiate ex-
pected levels of improvement and a time frame
for meeting the statewide acceptable levels of
performance. If a county meets those expecta-
tions, their loan would be forgiven. However,
should a county fail to improve sufficiently using
the enhanced investment, that county would
be required to pay back the additional General
Fund invested in their program. This aspect of
our recommendation would address the county
under-funding issue that we described earlier
by ensuring that under-funded counties have
access to enhanced funding to improve their
performance while holding harmless the more
generously funded counties. In order to protect
the General Fund, total loan authority could be
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limited by statute and would be subject to an-
nual appropriation.

Statutory Change to
Corrective Action Process

As discussed earlier, under current law, the
state department has the ability to place coun-
ties in a corrective action status should they fail
to perform adequately on the federal perfor-
mance measures. This is a three step process
with the third step being a state takeover of the
program. Our review has found that despite low
performance on the part of many counties, the
department has placed only two of the largest
counties in corrective action status. Moreover,
the state has never taken control of any county.
Under our proposal, we recommend replacing
the discretionary corrective action plan in cur-
rent law with a requirement that the state take
over local child support programs if those pro-
grams consistently fail to meet agreed upon per-
formance improvement targets. These takeover
provisions would apply regardless of whether
counties enter into our proposed state/county
sharing arrangement unless the director makes a
written finding of extenuating circumstances. In
other words, we recommend that statute express
strong interest for a state takeover in the event
of continued weak performance.

The Role of the State Department of
Child Support Services

Under our approach, the state department’s
emphasis would move away from developing
and monitoring corrective compliance plans for
weak performing LCSAs. Instead, state officials
would monitor LCSA performance through data
collection, provide incentives to LCSAs which
achieved required results, and negotiate perfor-
mance-based loan agreements. The department

would continue its role in operating the state-
wide automation system and making required
federal reports. If our approach is adopted, the
Legislature should review the state department’s
staffing levels and resources to make sure it is
commensurate with its revised responsibilities.

Fiscal Impact of the LAO Approach

Funding for Child Support Administration.
For 2005-06, the total budget for local admin-
istration of child support enforcement (exclud-
ing automation and data processing costs) is
$730 million. In general, child support program
costs are shared 66 percent federal and 34 per-
cent state. This $730 million is allocated to local
child support agencies in order to operate the
child support enforcement program. In addition,
California is expected to earn $47 million in
federal incentive funds in 2005-06. Federal in-
centive funds may be spent on the child support
program or other programs which contribute to
the effectiveness of child support enforcement.

Estimated Fiscal Impact. The costs and
savings for the LAO approach would depend
on the magnitude of the specific components
adopted by the Legislature. For purposes of
illustration, the fiscal analysis presented below
assumes (1) an incentive program with fund-
ing equal to roughly 5 percent ($37 million) of
administrative funds allocated to local agencies
for child support enforcement; (2) a loan pro-
gram with a total of $22.5 million in combined
federal ($15 million), state ($5 million), and
county funds ($2.5 million); and (3) a 5 percent
improvement in performance due to the various
reforms. Under our approach, the state and fed-
eral governments would invest a total $57 mil-
lion in the incentive and loan programs. Based
on this investment we believe that a 5 percent
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improvement in performance is a reasonable as-
sumption. Based on these assumptions, Figure 16
shows that the direct net General Fund impact of
the LAO approach would be an annual cost of
about $1.6 million.

General Fund Costs. General Fund costs are
estimated to be $17.6 million, with $5 million for
the loan program and $12.6 million for the incen-
tive program. The loan program assumes county
participation of $2.5 million, $5 million from the
General Fund, and $15 million in federal matching
funds. The incentive program would be support-
ed with a combination of $12.6 million from the
General Fund and $24.4 million in federal funds.

General Fund Revenues. \We estimate that an
incentive program equal to approximately 5 per-
cent of current county allocations, in combination
with a loan program for self-identified under-fund-
ed counties, would increase child support collec-
tions by about 5 percent. Because the state share
of assistance collections is retained by the state as
General Fund revenues, we estimate a $16 million
increase in revenues.

Figure 16

LAO Child Support Reform Plan Fiscal Impact

Other Non-General Fund Benefits. The net
fiscal impact described above reflects only the
direct effect on the General Fund. However, as
shown in Figure 16, there are $87 million in other
indirect benefits which would result from our
approach. First, an increase in state performance
would lead to an increase in federal performance
incentive funds. Although the exact amount of
the federal incentive increase would depend on
California’s performance relative to other states,
an increase of $5 million in federal incentives ap-
pears reasonable. These federal incentive funds
must be spent on chld support enforcement,
or improving enforcement efficiency. Pursuant
to the federal Deficit Redaction Act of 2005,
these funds may not be used to offset General
Fund costs. Second, a 5 percent increase in child
support collections would result in an additional
$77 million going directly to California’s custodial
parents and their children. Providing additional
child support for those families may prevent them
from needing to apply for other income support
programs such as CalWORKSs. Thus, an increase
in child support could
indirectly save the state
TANF and General Fund

(In Millions)

dollars. However, the
extent to which increased

General Fund Costs and Revenues

General Fund Costs
Loan program
Incentive payments

General Fund Revenues
Increased assistance collections

Net General Fund Cost

Other Non-General Fund Benefits

Increase nonassistance collections
Increase federal performance incentives

Total
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Amount child support collections
keeps families self-suf-
$5.0 ficient, and without need
12.6 . .
for public assistance,
$16.0 is difficult to measure.
Therefore, the exact
$1.6 amount of the additional
Amount benefit to the state can-
$77.0 not be estimated.
5.0
$82.0
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CONCLUSION

Despite previous reform attempts, California
continues to lag the nation as a whole in the col-
lection of child support for families. The state’s
performance remains at or near the bottom of
the nation in three key performance measures.
Creating a performance-based program and al-
lowing counties the flexibility to structure their
child support programs to best suit the needs
of their communities should lead to significantly
improved performance. Further, it is critical that
counties be given a fiscal stake in the program
to further ensure that performance on the fed-

eral measures remains a priority throughout the
state. While there are some General Fund costs
associated with adopting the reforms outlined
in this report, those costs could be significantly
offset by increased federal incentive funding,
and increased assistance collections.

The proposed approach would restore ac-
countability to the child support system. Coun-
ties could no longer argue that they lack neces-
sary program control, resources, or incentives to

improve.
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Appendix A
State by State Funding and Performance
2004
Percent of Percent of Percent of Cases
Cases With Current With an Arrears Cost Expenditures
States Caseload Orders Collections Collection Effectiveness Per Case
Alabama 248,624 73.05% 51.26% 50.00% $3.95 $258.36
Alaska 46,387 86.82 55.49 66.63 4.50 467.43
Arizona 258,871 68.80 42.68 50.50 4.42 227.90
Arkansas 128,472 79.87 55.34 57.40 3.88 371.10
California 1,838,497 78.13 47.96 54.94 2.12 528.92
Colorado 138,117 84.73 55.51 64.93 3.55 521.79
Connecticut 212,823 67.63 54.54 55.02 3.20 278.52
Delaware 55,198 72.05 60.29 64.30 3.01 414.86
Florida 663,863 70.03 56.75 65.75 4.50 347.39
Georgia 480,935 71.13 51.88 59.12 4.67 237.22
Hawaii 99,431 58.66 53.09 42.84 8.70 161.69
Idaho 88,005 78.55 55.68 56.46 5.94 225.76
Illinois 724,383 51.50 49.25 58.22 3.22 264.70
Indiana 301,473 70.54 51.04 56.19 7.04 181.92
lowa 175,180 86.96 62.18 66.12 5.59 293.61
Kansas 134,321 73.00 54.38 62.30 3.15 372.87
Kentucky 313,652 75.85 54.70 51.34 5.95 194 .48
Louisiana 272,341 71.29 55.93 58.53 5.04 209.61
Maine 64,292 90.31 56.57 59.75 4.35 320.95
Maryland 312,744 73.77 61.79 62.10 4.57 310.59
Massachusetts 246,550 74.42 62.64 58.81 4.88 331.60
Michigan 1,041,056 74.96 60.21 55.60 5.42 285.33
Minnesota 244 655 81.00 69.53 66.00 4.10 582.63
Mississippi 301,564 52.13 52.79 58.22 7.96 81.72
Missouri 383,799 80.70 53.33 51.59 5.40 240.02
Montana 40,983 85.25 58.40 63.53 3.94 350.59
Nebraska 97,589 78.92 67.37 64.62 3.63 485.33
Nevada 118,319 59.78 51.11 51.44 3.31 336.58
New Hampshire 38,015 80.98 64.54 71.83 5.27 476.79
New Jersey 344,831 79.63 64.92 63.34 4.89 493.69
New Mexico 69,611 53.92 49.42 61.22 1.87 615.58
New York 886,813 80.15 64.75 59.08 4.31 323.78
North Carolina 417,936 78.85 62.72 61.02 5.01 257.59
North Dakota 38,776 86.59 72.02 67.35 5.37 300.34
Ohio 915,211 71.58 67.88 66.34 5.46 366.39
Oklahoma 137,115 69.54 48.60 57.51 3.64 368.09
Oregon 247,388 67.48 59.29 61.19 6.17 213.73
Pennsylvania 590,935 84.05 74.37 70.97 7.01 348.18
Rhode Island 67,923 52.53 61.92 58.94 5.01 181.47
South Carolina 218,855 7117 48.39 49.21 7.00 176.97
South Dakota 42,546 93.73 68.29 68.76 7.49 176.18
Continued
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Percent of Percent of Percent of Cases

Cases With Current With an Arrears Cost Expenditures
States Caseload Orders Collections Collection Effectiveness Per Case
Tennessee 358,754 63.92 54.71 59.17 5.16 195.04
Texas 897,038 79.83 58.54 63.54 5.95 321.79
Utah 75,459 85.25 59.82 65.20 4.08 472.62
Vermont 24,233 88.08 66.12 70.39 4.22 489.14
Virginia 349,573 83.54 60.04 57.42 6.33 226.17
Washington 315,393 89.69 62.87 67.17 4.52 444.61
West Virginia 109,936 82.82 62.85 58.86 4.42 333.60
Wisconsin 340,963 81.92 67.64 64.26 5.91 294.92
Wyoming 37,750 88.33 60.79 64.11 5.16 249.00

Source: Administration for Children and Families, U.S. Department of Health and Human Services.

LEGISLATIVE ANALYST’'S OFFICE



