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Abstract

E-government or digital government is broadly described as the creation and delivery of information and services inside government and between government and the public using electronic information and communication technologies (ICTs). The most common form of E-government is the use of the Internet by citizens to obtain information and receive services. This article examines modes of transacting social services electronically in the US and highlights outcomes of the Hoosier Works debit card, an E-government innovation in the child support program and underscores some of the administrative pitfalls and benefits of electronic benefits transfers.

Introduction

Since the 1990s, Electronic government or E-government initiatives began in developed Western countries to improve on information and service delivery [Chadwick, May, 2003]. In the United States, the Clinton administration created legislation and initiatives to help promote E-government, which were continued and expanded by the Bush administration
. 

For the purposes of this article, we are interested in the use of web-based applications in interactions with citizens: specifically, the ability of governments to deliver program benefits electronically, typically, cash transfers deposited directly in bank accounts or onto government issued debit cards. 

Electronic Benefits Transfers

Electronic benefits transfer (EBT) allows citizens to authorize transfer of their government benefits to their bank account, a government-issued debit card, or to a retailer account to pay for government subsidized services such as child care
. EBTs typically occur through the use of state-issued debit cards, although some programs that transfer unrestricted cash will use electronic funds transfer (EFT) or directly deposit (DD) funds into authorized bank accounts.

The early reliance on debit cards in the US rather than direct deposit is due to the fact that the Food Stamps (FS) program was a pioneer in the use of EBT systems. The FS program provides subsidies for selected food items only, and needs to impose restrictions on recipients’ spending through the use of debit cards. Fig. 1 shows the number of states that piloted and then adopted the FS EBT cards statewide. Significant use did not begin until 1993 when the costs of issuing paper Food Stamps began to exceed the costs of the EBT systems. Currently, about 99,8% of FS benefits are issued to recipients through EBT cards (EBT FAQ, 2007).
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Fig. 1.  State EBT Programs (Food Stamps)
Other federal and state social service programs have subsequently adopted this technology.  In a recent study, the most common benefit to be included is TANF payments, cash assistance for low-income families with children. This $16,5 billion per year block grant served just under 2 million households in fiscal year 2005. Currently, nearly two-thirds of states offer TANF benefits on an EBT card or through direct deposit.  

The Child Support Enforcement (CSE) program could benefit greatly from this technology. Preliminary figures for 2005 indicate that the CSE program collected over $23 billion in child support on behalf of approximately 15,9 million cases [US OCSE, 2007], and is responsible for hundreds of millions of financial transactions annually.

In March 2007, the authors conducted a review of the websites of all 50 states, revealing that many states use DD or EFT technology to collect child support owed by nonresident parents directly from their employers. Additionally, states are now experimenting with disbursing child support collections to custodial families using EBT. Some states such as Indiana, Michigan and Washington allow custodial pa-rents to choose either DD or an EBT debit card to receive benefits, as not all custodial parents have bank accounts or want to give the government information about their bank accounts. Hence, the choice between EBT and DD will likely be desi-rable as use of this technology expands nationally.

Direct Deposit

Direct Deposits (DD), also know as Electronic Fund Transfers (EFT), began in the 1980s. A selective timeline of EBT and EFT implementation in the social services is provided in Table 1. As can be seen, while EBT and EFT are not the norm in most social service programs yet, there is a recent, rapid acceleration of these technologies in the social services. As such, we will describe the results of one national demonstration project in which recipients of child support in three counties in Indiana were given the choice to receive child support as either DD or onto a state issued Hoosier Works debit card.
	Table 1.
	EBT and EFT Timeline in Social Service Programs


	1980
	Tests are done in New Mexico & Ramsey County, Minnesota for issuance 
of multiple benefits on same system.
EFT becomes popular in US private sector.

	1984
	USDA implements a pilot EBT project in Reading, PA, a process similar to debit cards.

	1989
	Maryland implements a similar EBT pilot program.

	1992
	EBT is implemented statewide in Maryland. 
Dept. of Treasury tests «Secure Card» project in Baltimore and «Direct Payment Card» in Houston. Direct payment card was for all federal benefits received; success led to option of the card statewide.

	1993
	In June, costs of issuing paper food stamps surpass costs of EBT.

	1994
	Texas contracts with Transactive Corporation for the creation and implementation of an EBT for food stamps and TANF.


Continued

	1995
	By November, the Texas EBT system is statewide.

	1996
	Welfare Reform Act mandates states to implement EBT systems by October 2, 2002.

	1998
	47% of Food Stamp benefits are issued by EBT.
32 states have online Food Stamp EBT systems.

	1999
	75% of all Social Security & SSI beneficiaries receive benefits by DD.

	2003
	19 of 20 dollars issued by Food Stamp benefits are being issued through EBT.
8,4 million households redeem $1,7 billion by EBT every month.

	2004
	As of July, all 50 states, District of Columbia, Puerto Rico, Virgin Islands, & Guam all have EBT systems region-wide.

	2007
	99,8% of Food Stamp benefits are being issued through EBT.
Only 2 states don’t have systems w/ magnetic stripe cards.


Sources:  [Cason, 1998; Food and Nutrition Service, 2003; EBT FAQ, 2007].
Hoosier Works EBT Card 
and DD for Child Support

In February of 2003, Indiana implemented a system to convert the current paper-check child support disbursement system to an automated, electronic system in its CSE program. Indiana is among the first to include a rigorous evaluation component, to examine implementation issues, client satisfaction and program performance resulting from this new innovation.  

Goals of the new electronic disbursement system included: (1) increasing client satisfaction through fast tracking child support payments; (2) decreasing administrative and/or operational costs, and (3) moving unbanked Indiana residents into the formal banking system with the new Hoosier Works debit card. The data for this study include State administrative data from the Indiana Support Enforcement Tracking System (ISETS) and Department of Revenue databases, as well as data from a client satisfaction survey of 600 Indiana residents which was administered in the fall of 2004. The evaluation examined the effects of this E-Government initiative on citizens whose child support was distributed directly by the State of Indiana and three pilot counties: Allen, Marion and Vanderburgh.  

Based on our client survey, we found that Indiana residents, on average, were more satisfied with the new electronic distribution mechanisms than the old system of paper checks. Whether an individual chose DD or a Hoosier Works debit card mostly determined overall satisfaction–more so than personal characteristics, housing insecurity, domestic violence victimization, or whether or not the respondent had been confused by a new option to deposit income tax refunds on the debit card. This choice also more greatly determined client satisfaction than did the source of the distributions: the State of Indiana versus one of three pilot counties.

Of the individuals who selected DD, a majority were involved in the demonstration and had higher overall satisfaction and higher satisfaction on all dimensions measured (e.g., reliability, expensiveness). While satisfaction was higher with the debit card than the old paper check system, clients felt it was slower and more expensive and the increment in satisfaction was much smaller than individuals who had selected direct deposit. We attribute these differences to higher fees incurred by individuals who opted for the Hoosier Works debit card and customer service problems with the State’s vendor, Citicorp/JP Morgan.

Finally, we were concerned about the effects of the transition to EBT of child support to certain subgroups of the population. Individuals experiencing housing insecurity might have fewer problems with EBT as paper checks would not be delayed or lost in the postal system. Further, we felt that victims of domestic violence might prefer electronic disbursement – perhaps placing more distance between them and their abusers as they would not need to return home to retrieve child support checks. We did not find any atypical positive or negative effects for these subgroups of the population. We did find, however, that the move to electronic disbursement of child support was very effective at bringing unbanked residents into the formal banking system–mostly through the creation of new bank accounts.

We also conducted pre- and post-performance and evaluation surveys with State and county child support staff and other key stakeholders in this project. At the outset of this project, we felt that the new electronic disbursement system should result in significant benefits to all stakeholders; (1) reduced costs; (2) improved bu​siness processes, and; (3) an improvement in overall satisfaction by the child support staff. 

Based on information from the survey, we estimate that Indiana Department of Child Services would save approximately $70,742, or 4 percent, annually from the new electronic system. We estimate that annual savings is even greater at the pilot counties, $331,815 or 41 percent, compared to pre-electronic system annual costs. Most of the savings is a direct result of the significant decrease in the number of warrants issued.

Additionally, most respondents reported that the direct deposit system has improved their internal business processes. On the other hand, at this point, business processes associated with the Hoosier Works debit card have not unanimously improved. At both the county and state levels, respondents report that business pro-cesses have worsened significantly. Much of the discontent is due to the perceived poor customer service on the part of the State’s vendor, Citicorp/JP Morgan. 

Views of the EBT system vary across the two options. For the DD system, the satisfaction levels are very high across the board. Yet with the Hoosier Works debit card no one reported that they are highly satisfied, and many reported that they are dissatisfied, the initial evaluation of this project led the State to renegotiate with their vendor and hopefully, client satisfaction will improve. This innovation is now in the process of being rolled-out statewide. 

In conclusion, the new electronic child support distribution system has provided substantial benefits. The new system has saved the state government and pilot counties money. The DD system is viewed as improving business processes and most project participants are generally satisfied with the implementation process and the final DD system. On the other hand, there is substantial dissatisfaction with the Hoosier Works debit card system, both in terms of the additional fees for user, poor customer service operations between the vendor and clients, and the vendor and the state, and other implementation problems.

Future of E-Government

The challenges that face the evolution of E-government are many. Citizens worry about privacy and security, so government will have to be clear about how database information will be used and shared. Although the federal government spends $35 billion while state and local governments spend $45 billion on information technology [Borin, 2002, р. 200], most governments do not have the resources to create more interactive web portals, and therefore must either contract out to the private sector or engage in collaborative efforts in order to continue to develop their E-government initiatives [E-government and the Rise of Collaborations, 2003]. Finally, the bureaucratic state itself is a challenge to continued E-government deve-lopment [Fountain, 2004].  If E-government is to continue to evolve, the nature of government itself will also have to be open to change.
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� A number of acts and policy initiatives led to the enhanced used of the WWW for go-vernmental service delivery. These include the Clinger-Cohen Act of 1996, the Framework for Global Electronic Commerce issued by the Clinton administration in 1997, the Go-vernment Paperwork Elimination Act of 1998, the Presidential Memorandum on Electronic Government in 1999, the Electronic Signatures in Global and National Commerce Act in 2000, and the E-Government Act of 2002 [Stowers, 2003]. 


� EBTs can also be referred to as Electronic benefit cards or EBCs.
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