States Continue to Have Generous Federal Child Support Funding 

Under the Deficit Reduction Act of 2005 (DRA)
March 2007
1.  The child support program is an important program and deserves continued federal funds.  Under the Deficit Reduction Act …   

a. States continue to decide how much to spend on child support programs. 

b. Federal matching funds -- at the 66% rate -- remain available on an open-ended basis.  That means every dollar states spend on child support programs will be matched with another two dollars in federal funds.  This rate is higher than in other programs such as adoption, foster care, food stamps, and Medicaid.
c. Over the next 5 years, $20 billion in federal funds will be spent on the child support program.  That includes $500 million per year in federal incentive payments.

d. States still will be able to retain some child support collections made for families on welfare.  In 2004, 10 states retained more collections than it cost them to operate their child support programs – they actually made a profit on these programs.  In another 17 states, the retained state collections resulted in the federal government providing over 80% of the states' child support program funding.  

e. Overall, the federal government, according to GAO, paid 88% of child support program costs in fiscal year 2004.   

f. Child support collections are expected to rise from $23.8 billion in 2006 to $27.8 billion in 2010 and to $34.0 billion in 2015.

g. Other policy changes will get more money to families, both on and off of welfare, and allow states to simplify their child support programs.

h. If states replace even one-third of the federal savings with their own dollars, there will be no change in child support spending or collections under this proposal – because states will receive a 2 for 1 federal match on every one of their state dollars.  

2.  States have resources to fill any gaps. 

a. Despite the 60 percent welfare caseload reduction since 1996, states continue to receive the same $17 billion federal TANF block grant they got since 1997.

b. As of September 2004, States had $3.8 billion in unspent federal TANF funds.  These cannot be spent directly on child support administration, but given the flexibility in the TANF program, states could find ways to shift resources to child support as needed.  

c. States have been able to reduce state spending on TANF since 1996.  The 1996 welfare reform law allows states to spend as little as 75% of their pre-1996 levels and still receive a full federal TANF block grant.

d. This 75% level equals more than $3 billion in annual state savings (more, in inflation-adjusted terms) compared to prior levels of state spending.  All of these savings could be redirected to fill any perceived gaps in federal child support funding.  

e. Any additional state spending for child support will be matched by the federal government at the 66% rate.  
3. Other important provisions were included in the Deficit Reduction Act (DRA).  
a.  The DRA included provisions to reauthorize and improve the landmark 1996 welfare reform law.
b.  The DRA increased child care funding by $1 billion over 5 years.
c.  Under the DRA, public and private groups will be able to apply for up to $750 million in new funds for promoting healthy marriage and responsible fatherhood.

d.  Under the DRA, the $17 billion per year TANF program will continue to be fully funded, despite a 60% drop in the caseload since 1996.

e.  Under the DRA, more families will be encouraged to work and prepare for a self-sufficient future.
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