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President William J. Clinton 
'i''"'''''' ,'''' , ,"'''''''~" The White House 

',,,,, "" j\~"" 

I, ",Ih;" II,,,,,,. 1600 Pennsylvania A venue, NW 
',~. ftr"""'*' t "",,~~(~ "d",,~, 

Washington, DC 20500 
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Dear Presidenl Clinlon: 
'\ ", ...."', tI ,'dd"',N,. j "" 

II"",,,,,,,,,,,, 
, ""', ,I" ,~." ~,.'" ,'," We are -pJeased that improved child suppon enforcement is a major 
\\"",,'0 ,,,,Hm' ",,'''w'<,n 

\1 '11, .. 1' '·h'""n, .. ,~, part of the Administration's wejfare reform proposal. As a recent 
'-"",r", ,1'(IIl""," bipartisan poll found, 95 pereenl of those questioned believe that stronger 

I'",,~, ,j] j"J <,<'r""U' ; ~" n"" 

\ r"",'.In . \""'IW.l~ j-"~Jj !kt~n', 

"oIr.<l",..~",,,f,,,,,, 
 enforcement measures should be taken against delinquent noncustodial 

I"KJt".IMI parents, and 49 percent clle a lack of child support as a major cause of 
h,~""",~ I ... ~ 

1 f,.'~I><I' ",' "'!j"',~,.. ,.... ,..."", !,~~ poverty in American families. Single parents should not and oflen cannot 

'N«t,',", ,''','',"' bear the sole financial responsibility for raising their children. A decent 
\1\II'L.·,"!"'l~~""~ 
,:"","w'n,'! ",,,j, h", child support system is, thereforet cruciaL 

\IJ"jl~:,\ ""',,I",,,,,",,,, J', 
J"J,,~,,\, \;""", We appreciate the productive discussions that have been held on 

''''~ i'ft"""'~1 >I:J 
\.''''JII< t.,-''';!.I (."'.."" child support with the Welfare Reform Working Group, and understand \f,iT 

i:,,.kI \\ 'I, 1,,,t~~ that importanl child support reiorm measures are in Ihe draft plan. We 
,.. ,.,,,..:~, 
\,",!!"j~ I.;..."t...~... ,~ )Wl:', are. however. very concerned that one element of child support reform ~~ 
,'","Ii> ,." \hft>l."u 1--"1M'"(''' 

\Imhn\! ""l'~ child support assurance -- may not be included in the welfare reform 
;':,:~!~:~~',:'~~::',,,,,..1"", package. We are writing.to urge you to, C.9.~iger inc:luding a child 

\j,"'.L~ j'",k- support assurance program in the flna} proposal. 
Id.k"1\.,.j".J,."f.,.,,''';'-t,Jdl''',~,~<.-," . _ ' •._ • __ , ,",_ . __ . ~ , __ ,_ ,.. 

""""<,~""~,,,,, 

hi. "\"'("'~'n ! 
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Regular and reliable child support is a key factor in welfare reform 'I I\\!J~"! .,,,;,,, 'II-' 


',"u'< ~~'~J'" 10 help families leave AFDC for paid employment or avoid welfare 

r,"~", II.,.!~ hi.. ,. 
I\._ ,'-:I"~" altogether. A cuslodial parent must be able 10 depend on a monthly child 

1'Jt..j ~n r:~'INi 
I.... \J!li..~. "I I:J<U .""IJ~ 1O(hee,~ support payment if she is going to combine work. the Earned Income Tax 
! .1"""0 .\"''''',. 

• Credil and child support in order 10 stay off AFDC and, more 
th"tk:lh K , .. "" I'II ,.,,,,, \!oJ",,", i;.....,,<1~ \ J"", I>: importantly, out of poveny. Even under the best child support 

"'l,~.nr.;,",j,' ,,. >.....",,,, enforcement system,' however. there will be noncustodial parents who 
\I,,'j !),II"m'",,~ 

IIA,m I<,,",~, ... I'IHII'D' cannot or will not pay their child support. Under a child support 
l~".\f!~,,,,,, :-,,,11",11. 

: ' j I.",,,, ,''''\~''t assuranoe program, the government would guarantee a monlhly child 
t.!U.."" _~""~w,;:,. \\,.4k,Mfn 
,,~~ '"'''In, "~~,.... suppon payment to every qualifying family. 

'>I<<rIr. II''''''J'''''
,~",;~<", '\'1'" ~~, \"'.!!(lItl,); P".. 

r"ol.\h,\ \1"",." 
\ 1 "'- f Just as survivor's insurance protects a child against the loss of a 
,\, .. \'4~,'\('''''''' parent, child support assurance protects a child against the loss of income 
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I 

resulting from :divorce or non-marriage. For example. if a noncustodial parent is temporarily 
unable to meet his child suppon payment. the assured benetit will replace the missing 
payment. at least in pan. so that the custodial parent can continue supponing her family 
without having to tum to public assistance. Payment of the assured benetit by the 
government will, in tum. put pressure on the government to enforce the underlying child 
support order i." order to recoup its outlays. Moreover. noncustodial parents will finally be 
pan of the government's equation in determining the costs and causes of poveny, as child 
support assurance shifts the focus from custodial mothers who have to resort to AFDC to 
noncustodial fathers who have to be "backed-up" by child support assurance. The 
Administration!s theme of "dual parental responsibility" would be put into action. 

It would, therefore. be a mistake to go forward with a welfare reform plan without 
child suppon assurance. Our strong preference is for a universal program. We do 
appreciate. however. that it may be appropriate to phase in an assurance program before 
implementing it nationwide. beginning with large-scale demonstration projects that properly 
test implementation of the program. Such demonstrations would generate the data needed to 
show the positive impact that an assurance program can have on custodial parents and their 
children, and in particular. families now receiving AFDC. Implementing child support 
assurance in conjunction With welfare reform is the best way of demonstrating the value of 
this concept. I 

, 
One out of five children in this country is poor. Child support assurance is one way 

to reduce that staggering number. It also advances your goals of work and independence, 
while at the same lime 1!1!..lx improving the lives of countless custodial families. 

Sincerely, 

/!/dJi-·(Afft'/W 
Nancy Duff Campbell 
Co-President 

On behalf of: 
,
i 
,, 

Amalgamated pothing and Textile Workers Union 
American Association of University Women 
American Planning Association 
AYUDA ' 
Bay Area Legal Services, Inc. 
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March 23, 1994 

President William J. Clinton 
The White House 
1600 Pennsylvania Avenue, NW 
Washington, DC 20500 

Dear President Clinton: 

We are pleased that improved child support enforcement is a major 
part of the Administration's welfare reform proposal. As a recent 
bipartisan poll found, 95 percent of those questioned believe that stronger 
enforcement measures should be taken against delinquent noncustodial 
parents, and 49 percent cite a lack of child support as a major cause of 
poverty in American families. Single parents should not and often cannot 
bear the sole financial responsibility for raising their children. A decent 
child support system is, therefore, cruciaL 

We appreciate the productive discussions that have been held on 
child support with the Welfare Reform Working Group, and understand 
that important child support reform measures are in the draft plan. We 
are, however, very concerned that one element of child support reform 
child support assurance -- may not be included in the welfare reform 
package. We are writing to urge you to consider including a child 
support assurance program in the final proposal. 

Regular and reliable child support is a key factor in welfare reform 
to help families leave AFDC for paid employment or avoid welfare 
altogether. A custodial parent must be able to depend on a monthly child 
support payment if she is going to combine work, the Earned Income Tax 
Credit and child support in order to stay off AFDC and, more 
importantly, out of poverty. Even under the best child support 
enforcement system, however, there will be noncustodial parents who 
cannot or will not pay their child support. Under a child support 
assurance program, the government would guarantee a monthly child 
support payment to every qualifying family. 

Just as survivor's insurance protects a· child against the loss of a 
parent, child support assurance protects a child against the loss of income 

·.\lliIlJl;on, h,'~d I", iJen,,!i'-J!;un 
PU'l""",,,nh. 1616 I' Streel . .'\\\ .• Suite IOU • \\'~shin~{Qn. DC 20036 • (.W2) 328-5 160 • FAX (202) .128-51.)7 
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•
resulting from' divorce or non~marriage, Pur example, if a noncustodial parent is temporarily 
unable to meet his child support payment, the assured benefit will replace the missing 
payment. at least in pan, so that the custOdial parent can continue supporting her family 
without having to tum to public assistance, Payment of the assured benefit by the 
government will, in turn, put pressure on the government to enforce the underlying child 
support order in order to recoup its outlays. Moreover, noncustodial parents will finally be 
part of the government's equation in determining the costs.and causes of poverty, as child 
support assurance shifts the focus from custodial mothers who have to resort to AFDC to 
noncustodial fathers who have to be "backed~up" by child support assurance. The 
Administra!ion',s theme of "dual parental responsibility" would be put into action. 

! 

It woul~. therefore. be a mistake to go forward with a welfare reform plan without, 
child support assurance. Our strong preference is for a universal program. We do 
appreciate, however, that it may be appropriate to phase in an assurance program before 
Implementing it nationwide, beginning with large-scale demonstration projects that properly 
test implementation of the program. Such demonstrations would generate the data needed to 
show the positive impact that an assurance program can have on custodial parents and their 
children, and i'n particular, families now receiving AFDC. Implementing child support 
assurance in conjunction with welfare reform is (he best way of demonstrating the value of 
[his concept. : ~ , 


I 

One OU~ of five children in this country is poor. Child support assurance is one way 

to reduce that staggering number. It also advances your goals of work and independence., 
while at the sare time lli!l.:t: improving the lives of countless custodial families. 

, 

Sincerely. 

/IJ/t;~ ~JftrW 
Nancy Duff Campbell 
Co-President 

On behalf of: 
, 

Amalgamated ~lothing and Textile Workers Union 

Amerkan Association of University Women 

American Plamling Association 

AYUDA 

Bay Area Legal Services. Inc. 
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S'oai B'rith Women 
Bread for 'he World 
Catholic Charities USA 
Catholics for Free Choice 
Center for Law and Social Policy 
Center for Women Policy Studies 
Child Welfare League of America 
Children's Defense Fund 
Church Womdn United 
Clearinghouse: on Women's Issues 
Connecticut Women's Education and Legal Fund 
Harriet Buhai :Center for Family uw 
Health and Welfare Council of Nassau County 
Lu,heran Oftice for Governmental Affairs. ELCA 
Mennonite Ceimal Committee. Washington Office 
Monroe County Legal Assistance Corporation 
National A.ssoCiation for Girls and Women in Sports 
National AssoCiation of Commissions for Women 
National AssoCiation of Negro Business and Professional Women's Clubs, Inc. 
National AssOCiation of Social Workers 
National Bla.c~ Women's Health Project 
National Coun'eil of Jewish Women 
National Federation of Business and Professional Women 
National Jewish Community Relations Advisory Council 
National Political Congress of Black Women 
National Women's Law Cemer 
NETWORK: A National Catholic Social Justice Lobby 
r-;ow Legal Defense and Education Fund 
Organization for Enforeement of Child Support 
Project Get Together 
Second Husband' s Alliance for Fair Treatment 
State Communities Aid Association 
United Charities 
United Church of Christ. Office for Church in Society 
Wider Opportlfnities for Women 
Women Employed 
WOMEN OF REFORM JUDAISM, The Federation of Temple Sisterhood 
Women Work! The National Network for Women's Employment 
Women's Legal Defense Fund 

I 
cc: 	 Donna Shalala, Secretary, Department of Health and Human Services 

Mary 1~ Bane, "~Assistant Secretary for the Administration for Children and Families 
David ~llwood. Assistant Secretary for Planning and EvaJuation 
Bruce Reed. Deputy Assis",nt '0 the President for Domestic Policy 
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MEMORANDUM 

I
To: Bruce Reed 
Fr: Timolhy~ Fong 
Re: Child Support Assurance/Enforcement Programs in other countries 

Australia 
Australia docs' nol have a child support assurance program, but has instituted reforms of the child support 

enforcement progtam. slarting in 1988. 
The program consists of two stages. Stage I deals with collection procedures; Stage II deals with the 

assessment of support awards. 

Some of the specifics of Stage I include: 
• payments are made directly to the Child SUI!I!:ort Agcn~ (CSA), a national agency to collect and enforce 

support which is located within the Australian Taxation Office (ATO) 
• employers arc required to implemented income withholding. treating it in the same way a<; income tax 

withholding, by sending it to the ATO 
• ~&istrati(ln is compulsory for applicants for singlc-parcnt pcnsions, and automatic, although not madnatory 

for other p,lfents eligible for child support 

Results to Stage I: 
• 2 1/2 ycars after implementation, less than 10% of eligible parents had registered with the CSA 
• wage withholdiqg was less successful because of an underestimation of the number of self-employed 

noncustodial parents; employer and employees also, in some instances, colluded to inhibit or prevent such 
withholding arrangements. . 

Some specifics to Stage II: 
• after deductions are taken, a percentage of the remaining obligor's taxable income is ordered as child 

support. That amount is based on the number of children eligible for support. 
• the support award is adminstered by the CSA 
• percentages were: 18% for one child; 27% for two; up to 36% for five or more 

Results to Stage ll: 
• awards JBcreascd by $8.50 a week 

ClASP has done a side-by-side which outlines the different child support features for different countries. 
I've looked at the four countries with Ihe most complete information. 

I 

Austria 
All single mothers are entitled to child support, the level of which is determined by the original order. In 

order to claim I;hild support assurance, paternity must be cstablished and an attempt to collect the payments must 
have been made ~d failed dllIing the six months before application for support. The custodial narent is not 
tl!gible for child sup-nort if the debtor clearly cannot nay supnorl. 

The government does operate a child support enforcement system. Out of the total support paid by the 
government, J1!.S% was recovered. 

,I 
IJelUnark I 

Although paternity is required for receiving child support, mothers can refuse to comply. Even without 
establishins..naterrlity, custodial narents can still receive child support. The government docs seek repayment of 
child support from noncustodial parent. 

In 1983, 81% Or the amount disbursed was collected; the costs incurred by collection, however, are not 
known. ' 



Israel 
Israel has a very low percentage of single-parent families. 

Norway , 
Norway has an extensive family policy which include the following: child allowance; child care tax credits; 

child care cash be'nefits; a transitional benefit; advanced maintenance payments (which arc guaranteed child 
support); a housin'g allowance. , 

SwedeIJ I 


Successful es~blishment of paternity is not required; payment is conditional. however. on the custodial 
- parent's assisting in the effort to establish paternity and fix a child support amount. 

About 35% oC:all advance payments made arc collected. 

Summary: 
The information on other countries' child support assurancc/enforcement program appears relatively scant. 

Much of the detail has focussed on other a"pects of family policy, such as child care allowances and part-time 
work provisions. There ha" been little evidence to explain the differences in successful collection rates for child 
support. 
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March 15, 1993 

Honorable John D. Rockefeller IV 
United States Senate 
Washington, DC 20510 

Dear Senator: 

As requested in your letter of June 25, 1992, the Congressional Budget Office has 
prepared the enclosed cost estimate of the Child Support Insurance Demonstration Project, 
Title III, of S. 2237. The response to your request was delayed so we could incorporate the 
results of a new child support microsimulation model. 

Finally, we will revise this estimate as more information becomes available on slates 
inlerested in participating in the demonstration. If you wish further details on this estimate, 
we will be pleased to provide them. 

(:?(e_---., 
Robert D. Reisch.oer 

Enclosure 



CONGRESSIONAL BUDGET OFFICE 
COST ESTIMATE 

March 15, 1993 

1. 	 BILL NUMBER: S. 2237, Title III , 

2. 	 BILL TITLE: 
· 

The Child Support Insurance Demonstration Projects 

3. 	 BILL STATUS: As introduced on February 20,1992 and referred to the Committee 
on Finance. 

4. 	 BILL PURPOSE: 
• 

Title III. To establish demonstration programs that would guarantee a minimum level 
of child support for every eligible child not receiving such support 

5. 	 ESTIMATED COST TO lHE FEDERAL GOVERNMENT: 
. 


Federal Government Costs (By fiscal year, in millions of dollars) 

1994 1995 1996 1997 1998 


I 
DIRECT SPENDING: , 
Child SJpport Insurance Program 75 ISO 160 80 o 
Family Support Payments (AFDC) -10 -20 -20 -10 o,
Food Stamps 	 ...1Q ~ ~ ...1Q ---.!) 

I 
•

TOTAL 	 85 170 180 90 o 
I 
, 
I 

The costs of this bill fall within budget function 600. 
I 

Background 
I 

Title III of S. 2237 would authorize the creation of child support insurance 
demonst:ration projects in four to six states, which would begin in fiscal year 1994 and 
end in fiscal year 19971

• The projects would be in addition to current federal and 
state efforts to establish and enforce child support payments for children living in one-

I. 	 The bill calls for the demonstrations to begin in fiscal year 1993; however, based on discussions with Senator 
Rockefeller's staff, CBO has assumed the projects would begin in April of 1994. 



parent families, Through these projects, the federal and state governments would 
guarantee eligible children a minimum level of ,child support (that is, an assured 
benefit)' in cases where absent parents were not providing a minimal level of support. 
The following paragraphs outline the proposal's details, discussing the guarantee level, 
eligibility requirements, and the benefit's relationship to other federal programs, 

,, 
Guarantee Level-The bill proposes the following minimum guarantee schedule: 

Number of Children 

I 
2 
3 

Annual Guarantee 

$1,500 
2,500 
3,000 

After 	the second child, the guarantee would increase by $500 for each subsequent 
. child, States would index guarantee schedules for inflation and could choose higher 
levels at their option. The difference between the guarantee and the amount of child 
support. that is actually paid by the absent parent would be the assured benefit 
received by the custodial family. 

The federal matching rate on assured benefits would be 80 percent in the first year 
of the demonstrations and could rise to 90 percent in subsequent years if states met 
certain child suppOrt enforcement standards. 

EligiQiIi;y-The bill would limit program eligibility to families tbat have been awarded 
child support eilher through the court system or by voluntary agreement with the 
absent parent (which may also be approved by the court).' Data from 1989 indicate 
there were approximately 11.4 million mothers living with their own children whose 
fathers were not living in the household. About 5.5 million of those mothers had child 
support awards in place'. A very small number of mothers without awards. hut who 
demonstrate "good cause" in not seeking an award~ would also be eligible for assured 
benefits4

• Nevertheless. the large majority of mothers who have not obtained awards 

I 
',I, 1'w(>.tlUrds 'of wumc-n due child support payments in 1989 were awarded payments through the court system, while 

mOll! other 'mothers had voluntary agreements with the absent parent. , 
, 

J. 	 The term custodial mothers j~ used In this section because data from the Traosfer Income Model (TRIMZ}, which 
Is bns.ed on the Census' Current Population Survey (CPS). does not include the estimated 2J million divorced, 
separated. or never-married fathers who hove CUstody of their children. This (Ill'.lssion is diS!.v.sse<l to further oeUli! 
later in 1he!estimatc. 

... 	 An identical ~goOd cause~ I:Xcmption currently exists for AFDC famitie1- who 4,:hOQSe not to ~ut¢ wj[h child 
support enforcement officials in seeking an award. According to administrative datu, only 0.2 percent of AfDC's 
sirtgle parent (antilles were gtamed such an exemption in fiscal year 1990_ 

2 
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, 
would not be eligible for the assured benefit. Finally, eligibility would not be 
contingent on a family's income or assets, that is, the assured benefit would not be 
tlmeans-:tested. II mmm -.. 

Re"iPl' and Treatment of the Assured BenefilnTo receive the benefits, eligible 
families would have to register for child support enforcement services through state 
agencies, which would deter some families from participating in the program. The 
benefit would not be taxed as income . 

• 

States would disregard the assured benefit as income when determining eligibility in 
the Medicaid, Fond Stamps, housing assistance, and child care programs. The 
treatment of the benefit with respeet to the Aid to Families ",jth Dependent Children 
(AFDC) program would be more complicated. Eligibility for AFDC would not be 
affected by the benefit; however, AFDC payments could be reduced. One of the 
objectives of the proposal is to compare the effects of reducing AFDC payments by 
different amounts for a given level of assured benefit income. Three AFDC benefit 
reduction rates would be tested across the demonstration states (those are, 
100 percent, 50 percent, arulOpercent), Under the 100 percent reduction rate, a state 
would lower AFDC benefit;by $1.00 for each $1.00 of assured benefit income; while 
under the 0 percent option, state~ would completely disregard the assured benefit 
when determining AFDC payments. If a family's assured benefit were so large that· 
their AFOC benefit fell to zero, the family would receive the caretaker's portion of 
the AFDC payment (that is, a state's benefit for a one-person family). 

I 
Il~D~fjl R~>l!y~ment-In cases where an absent parent falls behind in his or her child 
support Fpayrnent~ and the custodial family receives assured benefits. the government 
would attempt to "recoup" those benefits through the absent parent's future support 
payments. Although the legislation calls for such recoupment, it does not offer 
implementation details. Based on discussions with Senator Rockefeller's staff, CBO's 
estimate assumes child support payments made in excess of the guarantee level would 
be recouped by the government. Moreover, we assume the government would make 
benefit payments and recoupments on a monthly basis, 

The following example, which assumes an absent parent supporting one child failed 
to make a child support payment in the first month of ttie program~ illustrates the 
recoupment mechanism. The custodial family would receive an assured benefit of 
$125 (or, the one-month equivalent of the $1,500 annual benefit). If, in the next 
month, the absent parent pays $200 in child support. Under the proposed recoupment 
schemel the government would recoup $75 (that is, the amount in excess of the 
monthly guarantee) and pass the remaining $125 to the custodial family. The total 
amount of child support payments recouped over time would never exceed the amount 
of assured benefits paid to that family over time. 
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QiS(~Batd of Private Child SYllPort..States would disregard the amount of private child 
support Ipayments made up to the guarantee level in the Food Stamp, Medicaid, 
housing assistance, and child care programs. Current Jaw would continue in AFDC, 
that is, states would disregard the first S50 of private child suppOrt to the family each 
month,S! , 

I 

Basis ofl Estimate 

I 


CBO approached this estimate in two stages. First, CBO assessed the cost of a child 
support insurance program oporating on a national scale in 1994. Second, CBO scaled 
costs d~ to reflect the demonstratioo', limited size and duration. CBO did not 
account: for important behavioral effects (for example, labor supply responses of 
custodia~ or non-custodial parents), which may be incorporated in future estimates. 

Cosis.. at the National Level in 1994--CBO estimates the federal and state cost of a I 
national'assured benefit--net of AFDC and food stamp effects--would faU between g± ./ 
billion to $3.4 billion a year, depending how the payments would be treated in the 

.ArDC program. The federal cost would fall between $2.4 billion and $2.9 billion. 
These figures assume participation among eligible families would be roughly 
60 per~nt and would rise over the three~year period.6 

: 

I 


The ann~al gross cost of the assured benefit--the total value of assured benefits going 
to custodial families before recoupments--is an estimated $3.2 billion, with 1.9 million 
families 'receiving a payment in at least one month of the year (see Table 2). Families 
would receive an annual average $1,675 in assured payments; howeverl about one~third 
of those: families would have a total $0.5 billion in child suPPOrt payments recouped 
by the government. Therefore, the net cost of the assured benefit, before interactions 
with oth~r programs, would be $2.7 billion. 

I 

, 
I ,. 	 Notably, in: states: where the assured benefit is disregarded as inoome in the AFDe program, a famity with $125 in 

fl$Sured benefits would be- fmanciaily better off than a family with $125 in private duM support inoome. H-owever, 
io lltll!CS where assured benefits offset AFDC payments oollar fOf dotillf, families w;tb SI25 in aesl.lred benefits would 
be slighlly Vror~ off than families will, $125 in private child Sl.Ippott payments. 

6. 	 ParticipatlOln in government programs in which the potential recipient would have to apply f(;f benefits would be less 
tlwn JOO percent. Based on findtngs ftom other federal transfer ptQgraw (for example. AFDC and Food Stamps), 
we assumed the participation rato-in a Child support inwr.m«: program-woold be mugttly 7Q percent, w;lh the 
custodiaL fa!nily's income, and the 1>ize of the assured bene(it being the primary determinants of partlcipaticn. Such 
a participation fatc would be achieved several years after the program's initial implementation. Therefore, given that 
this is a neW and relatively shott program, we assumed that in the first year of the demonstratioll-92 percent of 
<;,!!gible AFDC faMilies and 43 percent of eligible non-AFDC families woliid apply to receive benefits. yielding an 
(Werall part,ic:ipation rete of roughly 60 percent. We anticipate high participaEion among AFDC recipients because­
given Ihe rz-t~{~Jederal matchi!lg:~stat-e$ w(iul-d have a strong financial incentive to move individuals from tbe 
AFDC to t~c Child Support Insuran.:c pmgram 
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TABLE 2. 

GROSS COST OF CHILD SUPPORT INSURANCE PROGRAM 

OPERATING NATIONWIDE IN 1994' 


I 

I 
FAMU.Y ESTIMATES (Millions of Families)

I 
DemographicaJ1y Eligible for Child Support' 

families with. Child Support Award 

families Eligible for Assured Benefit 

I;amilies Receiving an Assured Benefi~ 


, 
ASSUJ!.ED BENEFIT ESTIMATE (1994 Dollars) 

i 
~nnual Gross Benefit per Family 

Gross Annual Payments (Billions of Dollars)

I 	 . 

RECOVPMENT ESTIMATE (1994 Dollars) 

I 
Families with Payments Recouped (Millions of Families) 

Average Recouped for Families with Recoupment 

Total Child Support Payments Recouped (Billions of Dollars) 


GROSS PAYMENTS LESS RECOUPMENT (Billions of Dollars)' 

FEDERAL SHARE AT 80 Percent (Billions of Dollars), 

Sourcc: 	 CongrcssioMI Budget oeft« bruiOO on adjusted results from the Urban instilute's Transfer 
Income Mudel, Version. Two (TRIM2). 

a, 	 cao relied on OUtput from the TRIM2 rnicrosimulation model for these estimates. The model is 
still \lnder development, and future improvements may affea our estimau, of this proposal. 

11, 	 Thli: figure is comprised oJ llA million custodial mothen identified a! of 1989 in the TRIM2 
simulation; an addilional 1.1 mulion cultodial mothers to acrount ffit ,lUowth in thnt population 
between 1989 and 1994; and 2.1 million custodia! fathers. 

(:, 'These estimates assume 92 pe!'cttn panicipation among eligible AFDC families and 43 percent 
participation aml)ng eligible famiiie5 whl) are not in the AFDC program. 

d. 	 These total$. do not account for Costs/savings associated with behavioral changes of affected families.. 
Mor~ovcr, th,,)' do Mt tcOcct the cost of administering the program. 

14.6 
6.7 
3.3 
1.9 

1,675 
3.2 

0.6 
725 
0.5 

2.7 

2.2 
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Those eligible for the benefit would represent about half of the families with a child 
support! award in place. The remainder of families with an award who would be 
ineligible for benefits have child support payments in excess of their assured benefits' 
guarantee levels in every month of the year. Poor families would comprise almost 30 
percent:of all eligible families and could receive up to $1.0 billion in assured benefits 
after recoupment. Families with incomes in excess of 200 percent of the poverty level 
would a1ccount for about 45 percent of eligible families and potentially could receive 
$1.0 billion after recoupment; however, CBO assumes families with higher incomes 
would lie less likely to apply for their benefits'. , 

Effects in Other Federal Programs--CBO also attempted to isolate the effects of the 
assured benefit on AFDC and food stamp participants. We estimate roughly one-fifth 
of single-parent families that receive AFDC would be eligible to receive an assured 
benefit.' Notably, the large majority of AFDC families would be ineligible for the 
program because they would not have obtained a child support award through the 
court system or by an agreement with the absent parent. 

The bill's effect on the total cost of the AFDC program would vary significantly across 
the three offset options··each of which would be implemented in at least one 
demonstration state (see Table 3). As expected, if the assured benefit is not treated 
as income in AFDC (that is, Option I), the AFDC caseload and benefits would stay 
at the same level. Increasing the AFDC offset to 100 percent (that is, $1 in assured 
benefits :reduces AFDC benefits by $1) would reduce average annual AFDC benefits 
by 5.0 percent; total program costs would fall by $1.1 billion. The AFDC caseload 
would not decline under any of the options because the bill would give the caretaker's 
benefit to families whose AFDC benefit fell to zero. 

I 

Food stAmp caseload and benefits would increase in each of the three options, with 
the total program cost rising by between $0.7 billion and $0.8 billion. The increase 
would be caused primarily by the proposed change in the food stamp rules to 
disregard private child support payments up to the guarantee level. Under current 
law, states count private child support payments as income for the purpose of 
determirying food stamp eligibility and benefits. Food stamp benefits would also 
increase-because a number of families would effectively trade AFDC income (which 
lowers a l family's food stamp benefits) for assured benefit income (which does not 
affect food stamp benefits). , 

7. 	 The family income statuses reported in this paragraph do not take into account the assured benefit income. In other 
words, these are the conditions of the families before the program is implemented. 

B. 	 Child support program experts speculate that the TRIM2 model slightly underestimates the number of AFDC families 
that would be eligible for an assured benefit. Future improvements to the model could affect our estimate of this 
proposal. 
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TABLE 3. 

NET COST: OF CHILD SUPPORT INSURANCE PROGRAM OPERATING 

NATIONWIDE IN 1994' 


! 

Option One: Option Two: J Option Three: 
NoAFDC 50 Percent AFDe 100 Percent AFDC 
Reduction" Reduction~ Reductionb 

ASSURED BENEFIT PAYMENTS' 
AnnuaJ Payments (BilJionsof Dollars) 2.7 2.7 2.7 
Federal Share ill 80 Percent (Billions of DoUars) 2.2 2.2 2.2 

EFFECTS IN TIlE AFDC PROGRAM 
Change in the AFDC Caseload (Percent) 0.0 0.0 0.0 
Change in Average Annual Benefits (Percent)" 0.0 ·2.5 ·5.0 
Cbange in Program Cost (BillionsQf Dollars) 0.0 ·0.6 .l.l 
Federat Share at 55 Perccm (SiHionsofDoUars) 0.0 ·0.3 ·0.6 , . 

EFFECTS IN THE FOOD STAMP PROGRAM 
Chang.e in Food Stamp CMelood (Percenl) 0.6 0.6 0.6 
Change in Average Annual Benefil (Percent) 2.4 2.9 3.2 
Change In Prog'ram Cost (BmjonsofDollars)~ 0.7 0.8 0.8 
Federal Share al 100 Percent (Billions of Dollars) 0.1 0.8 0.8 

NET COST OF CHILD INSURANCE PROGRAM' 
(Billions or Dollars) 3.4 .3.0 2.4 

FEDERAL SHARE (Billions of DoII.rs) 2.9 2.7 2.4 

I 
COll8tuslcinat Budget OmCt baud on 'djll"~d kaultt (rom w UdJa" bm>tut.e'. iransfu WOffil!' Model. Vcmon Twu (TRIM2), 

, 
COO ~Iled Oil OUlpUI (rom U'Jc TRlMl mie«Jtlmulatioll IJlOd.eJ CDr lheile estimates, The model i. stu! under Ikveropmtnl, &Ad future 

Impl'OVemenl~ II\lY~ .ffect ollr ulhlla\e ofthil propO&!lt. 

Undercplion OM, stlttl woold tomplclely di.re8ard the .uuf'ed he.ncJrt as ineom.: in !he AFDC pfOitl<n: ul\<krOptloBtwil. 1WUc.. woold•• I 

reduce. MDC P'J~Uh by $0,50 (or etlch SI of .»"tled benenl.ll ~Cc.)vtd; .nd under opIionihree., IlIItt. wwld reduce AFOe PtYfm'$ 
by $ t (or eacb $J 'or U$I,Irtd benefitll receivod, If the family'. AFDC payment fl!l~ tel ;.:ero under ulY 04' the optiom, tru:: mle woold 
provide the ~lIrtUit;(r'J pOtllon of lilt! AFDC paymcn110 the {amily, 

~¢ 'fIb!e 1 ror d.elalt The*C erti1M1e, amlme 92 pen:ent p.rticip~\lon frnong eligible AFDC f.millu.lld 43 pert~n1 p.rti<:i(at:icu.n'!CUf 
~lili<ble famllie. 'Who.~ not ill me AFOe praJrtll'l, 

d. TheK figure, rtll~tt I: slight redw;oon in pri~tc child 5I.Ippor1 plymenu retllined by 1M ,ovcmmenldue to 1M I't('QUPfm'ni proc;eu., 
o. 't'1a eltim.lllAd colt ~f diwegln.Una: privm child .upport p'YfIl¢nU i. $0.7 billion in e.ch of the three opIKnlJ". , 

TheM: I¢llIII d¢ oot'accOltltl rot cofU./&&\I;JlfI tu;o,;iated with bcluovloral ,hang's of .rr,cled f.milier. Moreover, Oley do, tIOi nlne,1 the 
~ of a4mirult;ri~ the P"'iom, 

I 
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Becaus~ the proposal would disregard certain private child support payments in 
Medicaid, housing assistance, and child care programs, families could become eligible 
for add,itional benefits. Because appropriation amounts determine the size of the 
housing assistance and child care programs, this proposal would not increase federal 
entitlement spending. The cost of disregarding certain child support in Medicaid, 
which would affect a number of poor families who are not on AFDC, is small. 

Derivation of the 1994 Estirnates····CBO·s estimate of a national child support 
insurance system is based on the Urban Institute's new TRIM2 child support model9

• 

The model incorporates data from the Census' Current Population Survey (CPS) and 
its companion Child Support and Alimony survey. These data sources provide 
detailed information on family characteristics and incomes, including the amounts of 
child support that are due to and received by families. Comparing the child support 
and income statuses of individual families with the program rules outlined above, 
TRIM2 can estimate the number of families that would be eligible to receive an 
assured ,benefit, the average amount of the benefit, and the changes in payments in 
other ptograms resulting from the assured benefit. , 

I 
The TRIM2 simulations indicated that, at 1989 child support payment and assured 
benefit ievels, the federal and state cost--net of AFOC and food stamp effects--would 
fall between $1.5 billion and $2.2 billion. In 1989, an estimated 1.5 million custodial 
families would have received an average assured benefit of $1,385 per year (1989 
dollars). 

Problems with the TRIM2 Estimates--The CPS data on child support, which underlie 
the TRIM2 estimates, have many problems. The most serious is an under count of 
the families and children eligible for the assured benefit. An obvious omission is the 
estimated 2.1 million custodial fathers who would be potentially eligible for such 
payments. This under count causes a considerable underestimate of costs. This is 
offset by the fact that families, on average, underreport the amount of their child 
support payments, which causes the program's gross and net costs to be overstated. 

I 
Additiorial problems arise because the CPS child support data were last collected in 
1989. TRIM2's estimates reflect costs of an assured benefit that would have been in 
place in 1989. Thus, the number of families eligible for child support and their award , 
and payment levels in effect in that year are taken as given. Yet, they are likely to 
be higher , now. The Family Support Act of 1988 made major changes to the child 
support system, including the use of state 'guidelines in setting child support awards 
and mandating the withholding of child support payments from wages. These reforms 
will generally increase the amount of a family's child support award as well as the 
child support payments the family actually receives. Therefore, the actual cost of an 

9. 	 TRIM2 (Transfer Income Model, Version 2) is a comprehensive microsimulation model of the transfer and tax 
programs affecting individuals and households. 
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assured benefit would be lower than those simulated by TRIM2. Offsetting this 
reduced cost is a greater number of families eligible fot child support, resulting from 
new di~orces and separations each year and a continuing increase in births to never .. 
married mothers. 

I, 
CBO adjusted the TRIM2 results in several ways to update the findings and correct 
for the underlying data problems. First, we added 2.1 million custodial fathers to the 
pool of families deemed categorically eligible for child support. Data indicate 
custodial fathers are less likely to obtain a child support award than their female 
counterparts; therefore, we assumed a smaller percentage of these families would be 
eligible for an assured benefit. Second, based on the recent growth in the number of 
female-headed families. we estimated there would be 10 percent more custodial 
mothers, in 1994 than there were in 1989. We assumed this additional pool would 
receive the assured benefit at the same rate as the mothers who were identified in 
1989. !Third, TRIMZ's estimated AFDC and food stamp effects were adjusted to 
reflect the fact that those programs will have more child supp0r! eligible families in 
1994 than in 1989. Finally, average assured benefit and recoupment amounts were 
assumed to increase with infiationw• 

I 
Convertinj; National Costs to Demonstration Costs--The estimated cost of the 
demonstrations is highly uncertain. We do not know how many (four, five. or six), or 
which states would ultimately participate in these demonstrations or whether the 
participating states would implement their programs statewide. Moreover, we cannot 
anticipate how successful states would be in recruiting participant. among the eligible 
population, especially given the limited duration of the demonstrations. Finally, a new 
policy of this nature could alter the behavior of the affected families, which in turn 
could impact costs. With these uncertainties in mind, CBO arrived at the final 
demonstration costs through the following assumptions: , 

,, 
o 	 The three MDC offset options would be represented equally across the 

demonstration sites. In addition, we assumed administrative costs would 
"ipresent IOpereem of assured benefit payments (the federal match is assumed 
to be 80 percent). The percentage is expected to be lowei than is found in 
other programs (for example, MDC and Food Stamps) because caseworkers 
w?uld be working with a relatively stable caseload and would not have fo check 

,let 	 CBO nssumed that the proposaJ'... guarantee schedule and private Child support payments increase with inflation (1M 
proposal calls for !:In inflation·i:odexed guaranlce schedule). Therefore, we 6:50 assumed average WlSUred benefi(~ 
which are ~d (in the difference between the !WO, would grow with inflation. The as$Umplion ihat child support 
payments inCrease with inflation is based on evidence from past child support MlfVC')"$. which indicate the average 
amount ofclilld support rw:iYed by families remained at $2.2S0 (in 1989 doUats} between 19S7 and 1989. Impr<lYCd 
enforcement' and tncrcases in the wages of absent parents drive the nominal growth in payments., 
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incomes or assets of the recipient families." These costs would be in 
addition to CBO's current estimate of child support administrative, 
expenditures. Taken together, these two assumptions yield a net cost of $3.2 
billion for a national program operating in 1994, of which the federal share 
would be $2.8 billion. 

! 
o 	 S.ix states of average size would participate in the demonstrations. Given the 

H.mited time available to organize the projects and the uncertainty surrounding 
their cost, COO assumed states. on average, would offer the programs to only 
one-half of their populations." 

These assumptions reduce the annual federal cost to approximately $160 
million. The April 1994 implementation assumption lowers the fiscal year 1994 
cost to $80 million. 

o 	 Based on similar child support demonstrations, CBO estimates the six states 
would make a one-time expenditure of $5 million for lhe development of 
automated systems. The federal share would be $4.5 million. 

o 	 The federal cost would rise slightly over the three year demonstration because 
participation would increase as more families become aware of the program 
and because the bill calls for a higher federal matching rate in the second and 
third year. 

PAY-AS-YOU-GO CONSIDERATIONS: 
! 

The Budget Enforcement Act of 1990 sets up pay-as-you-go procedures for legislation 
affectiogdirect spending Or receipts through 1995. The pay-as-yoll-go effects of the bill 
are as follows. 

I 

I
Some families who ate nu1 eligible tor the IlMUTed benefit in the M1(;rt run mny join the program with the expectation 
that the absent parent may miss child SI.Ipport paymems in the future. Administrative costs 3.MQci:ucd with such 
families are 'not likely to be large in a time-limited demonstration, 

i 
We assume II state operating a demonstrntion with a lOO percent AFDe orrset, which is less expensive, would be 
more willing' to offer tlte program state'Nidc, whereas, a $tate with a 0 ~rcenl AFDe (lffset would probably limit the 
pmgram to a number of counties. 
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(by fiscal years, in millions of dollars) 

1994 1995 


Outlays 85 170 

Receipts Not Applic-<lble 


I 
7. 	 ESTIMATED COST TO STATE AND LOCAL GOVERNMENTS: State and local 

government outlays would increase by $10 million in each offiseal years 1994 through 
1997. I 

I 
8. 	 ESTIMATE COMPARISON: None. 

9. 	 PREVIOUS CBO ESTIMATE: None. 

10. 	 ESTIMATE PREPARED BY: John Tapogna (226·2820) 

I 
11. 	 ESTIMATE APPROVED BY: 

• 

C. G. Nuckols 
Assistant Director 

for Budget Analysis 
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CHILD SUPPORT ASSURANCE 

Intro 
David wfotc a book; I just read it, 
In the cnd, we come out at Same place. 
I've tried to be for CSA, bUI a few probs I can't get around 

I '" ;,\-.01"''1,1,,-, ",lh.- >~u;...., k "",,,,,~ 
We Agree on Raws in Current System 't I , 

System is demeaning and ineffective. 

Puts too 'much burden on woman to brave the bureaucracy 

Many st~te's main interest in CSE is reducing Of offsetting welfare costs 

Resul!: millions of children go without; millions of fathers get off the hook
, 

My Troubles with CSA -- SOme practical, others philosophical 
Would it'improve enforcement, increase resp. strengthen family? 
~I 

L CSA assumes: away the central problem, which is enforcement f f I 
There's rio question that a guaranteed min benefit would help kids. ~ Z 11 ...I" .... ~. 
$20 Billion Question is whether CSA would dramatically improve CS collection from,

fathers. , 
Giving PFoplc money is obviously one way to fight poverty, But CSA says, let's give 

every single mother some money before we know whether we can get that money back 
I 

We have! cnonnous enforcement probs that CSA does nothing to address: 

30% intJrstatc ca.<ics that fall through the cracks; 

15 million children with fathers who regardless of class ignore their obligation to pay
,, 
DE says ;CSA wiH increase paternity establishment, bJe no mother will get any money 

unless she COf}~rntcs:, Perhaps. But establishing paternity, while important, doesn't guarantee 
collection, AFDC rules already require women to cooperate, and the collection rate is 
abysmal. ' 

Besides! ,there arc ea~ier. cheaper ways ~o estab paternity -e,g., a~ part of health 
refoon, we coul~ require every hospital to ask, 

DE will tell you that if the govt were shelling out billions a year in guaranteed min 
benefits) it would finally get serious about CSE. Perhaps, But you could make the same 
argument of welfare, that a govt that spends $20b/yr maintaining people on welfare would get 
serious about getting people off. It hasn't, 

This: isn't a question about motivating govt; it's a question about changing human 
behavior. 



PhilosopJlli:al , 
2, CSA send~ ~xactly the wrong signal at the wrong time. It's anti-family, anti-work, and 
anti-responsibility. 

1) It Icts fathers off the hook. Why should a father who doesn't pay now, when his 
1

children are starying. change his mind and decide to pay when he knows the govt will pay 
whether he does' or not? 

If he's t~ poor to pay now, what about this plan is going to encourage him to work, 

2) It diS~UragCs families from staying together. CSA says, the govt will guarantee 
you $2500 if your, marriage or relationship breaks up. For many women, that!s more than 
their man is contributing now. 

Even if you don't think that IS a direct incentive to break up, it ~uld create perverse 
side effects and Igaming of the system, Rewards single parents ove-f parents who stay 

together. "IS_I, '2. _ ~l-'~."., .~"'l. ,u......J .,,1"", "f. ?\-...'" ,LI"W 

3) It assJmcs that CS is a poverty problem, rather than a r~sponsibiJity problem. The 
trouble wieSE i~ that it has always been treated as a welfare problem, rather than a 
societywidc obligation, 

Middle class fathers are deadbeats too -- but this system,could become welfare for 
single parents regardless of age 

I support
l 
experiments to see whether CSA improves enforcement. Jf it worked 

perfectly, perhaps the values Q's could be Overcome, 

I 
But I'm deeply troubled by the values behind it. As we said at our 1st mtg. values arc 

the most imp(Jrt~nt thing, If we get the values right, our plan will succeed, no matter who 
carries it out If we don't, it will fail. 

I 
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• I am1delighted. to be with you today, at this important meeting 

of the N,ational Academy of Social Insurance on security for 

America'sl children. I am convinced that we ought to be thinking 
, 

about the;problems ot poverty and welfare as they affect children 
,, 

in the context of social insurance and am pleased to be in such 
i 

9000 company. I was invited to speak this afternoon on the 

question of how much poverty ,matters. I want to broAden that 

question to address not only the question of hoW' family income 

affects outcomes for children but also the question of how much it 

matters to children whe.ther that income comes from one source 

rather than another. 

Let 'me set the context for this discussion from two 

perspectives. One part of the context is set by the facts about 
I

poverty and welfare among children--facts that you are almost• 
! 

certainly,quite familiar with. The Census Bureau reports that in 

1990 20.6ipercent of children under 18 . lived in households with 

incomes bJlow the poverty line, Which was set at about $13.300 for , 

a family ~f four in that year~ The poverty rate among children was 

at a low of 14 percent in 1969. The poverty rate is cyclical, and 

reached a'high of 22.3 percent in 1983. There is also a trend 

though: the "good year" ot 1978 saw a poverty rate amonq children 

than was 1.9 percentage points higher than that of 1969; the "gooa 

year'· of 1988 saw a poverty rate among Children that was :L6 

percentaqe points higher than that of 1978. 
I 

Lying­ behind these facts are the depressingly familiar facts 
I 
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about trends in family composieion. In 1990, only 13 percent of 
,

children were living with both their parents. About half of all 
i 

children will live in a single parent family at some point durinq • 
their chil:dhood.. The poverty rate tor female: headed families with 

children was 44.5 percent I lower than 1959 (59.9 percent) but 

higher than 1979 (39.6 percent). Poor female headed families in 

1990 received almost half their income from public assistance" 

Most of the rest caae from the mothers i own relatively meager 

earninqs and the earnings ot others in the household. Poor female 

headed families received virtually no child support. 

These facts reflect the terrible bind that Single mothers with 

low earnin9s potential find themselves in. Most two parent 

families these days find they need two earners in order to qet by. 

Single patent families, by definition, have only one potential 

earner; an~ that person is also solely repsonsible for the care of ~ 
the children. If she has to pay for child care, a single parent

I 
with two children has to work full time at about $7.00 an hour to 

I 
support her family at a level above the poverty line. In most 

i 
states, woken with poor educations and little work experience, who 

I 
can1t make i that kind of money, are better off on welfare, despite

I 
low benefits and the harrassment the welfare system imposes on 

, 
recipientsl

• 
t 

I


So poverty ana welfare receipt are closely intertwined for 
, 

most single parent families. And that leads us to a second aspect
I 

of the context for our discussions today: the alleged "weI fare ,, 

reform" efforts of states struqqling with budget crises. In very 
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• 
few statesl in recent years have ArDe benefits kept up with 

inflation; :a number of states have enacted or proposed actual 
f 

benefit cut~. Other states are imposing new rules and requirements 

on welfare freciPients: requirements to vork and go to school I 

penallties 'for additional children and so on. The intent of these 

proposals j 'in addition to saving money tor the state, is to 
i 

encourage i~dependence. The effects may well be lower income and 
, 

increased p,overty among at least some children. 
I

I yill1return at the end of my talk to the question of what we 
, , 

• 

ought to do, about all this. Before I do that, though, let us turn 

to the question about which I was asked to speak: the question of 

how much difference it really makes to children, in the lonq run f 

if family income is lowe~ rather than higher, and the question ot 

how much difference it really makes, it any, where family income 

comes from., The answers to those questions no doubt seem Obvious 

to you, as they did to me when about six months aqo I started 

~orkin9 with a developmental psycholo9ist, Larry Aber, on a cross 

disciplinar'y review of the literature on the effects ot poverty on 

children. It turns out We don't k.now as much as we thought we did, 

or as we should* But there is sOme exeitinq new research that is 

relevant to the issues you are dealing with here. Let me q1ve some 

of the badlnews fi~st, and then some of the good news. 

The reason we think we know the answer to the question of how 

poverty affects children's development and later outcomes is that 

we know, both through personal experience and trom data, that poor 

children don't do as well as better off children along a number of 
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' ,I
d ImenSJ.Ons • They have more physical and mental health problems;

• 
they don't perform as well on achievement tests; they dontt get as ~ 

much schooling. The differences are consistent and well-documented 

in a number of reviewal including an excellent review titled "Alive 
I 

and Well ?',' that was cione by Lorraine Klerman for the National 

Center !or'Children in poverty~ and that I now quote shamelessly on 
I 

numerous occasions. 

But it is also the case that poor children differ from better 

off children in a number of ways in addition to hAvin9 less family
I 

income: T~ey are much less likely to be in two-parent homes, they 
• 

are likely' to have less well educated parents, their parents are 

less likely to be working. their tamil ies are more lil<ely to 

receive welfare, their schools and communities are less likely to 

be viable'i Asking which of these variables are actually affecting 

children'S: development is mo~e than a statistician's quibble: it , 
is vitally, important in thinl<inq through whetl1er our efforts on • 
behalf of "security tor America1s children" ought to be tocused on 

stemming welfare cuts, encouraqing family financial independence I 

providinq _family services or improv1nq educational and health , 
services. lEven if we conclude that the answer to that question is 

lIallll--whi¢h we are likely to conclude--it is important 1n these 

trOUbled fiscal times to understand where we are likely to get the 

most benetit tor our dollars~ 

My colleagues and I have found the developmental psycl101ogy
I 

literature: surprisingly limited in answerin9' these questions. 

Developmental psychologists do indeed understand that the social 
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• 
and economic conditions of children's farr,ilies are related to their 

ctevelopment, and all the good studies control for these conditions 
I 

in one way or another. aut psychololqists tend to believe that to 

the extent, children's development is affected by their environment, 
t 

the impo~tant aspects of that environment are defined by parent-

child interaction, parental warmth, order and structure, coqnitive 

stimulation and so on. They believe that money is likely to affect 

childrent,s development only through other aspects of the family 

environm~nt, and they have not spent very much time studyinq that 
t 

direct link~ They have. not be~n systematic about pullinq apart the 
I 

• 

effects ~t the social and economic background variables that they 

use as controls: Since they have only marginal interest in the 

separate direct effects of family income. family structure, 

educatiori. income sources and so on, they use one or a combination 

of thesetvariable& as controls and don't look systematically at, 
, 

their separate effects. Most of the developmental research tha.t we 

have reviewed is consistent with a conclusion that various aspects 

of family environment I includin9 its social and economic status # 

affect children's cognitive and social development. But the 

developmentalists seem to be only beqinninq to explore the indirect 

links between family baekground, family interaction patterns and 

child development. 

Economists and other quantitative researchers have used 

lonqitudinal data to explore the links between various aspects of, 

children t s situations, including family income, and later outcomes. 
I ,

Their studles lack the attention to the internal family processes 
I 

- 5 ­

,• I 



and detailed structure of home environment that 

developmentalists , almost surely correctly, consider so important. 
,, 

Nonetheless f they are generating some interesting findings that are • 
relevant to our discussion here today. 

I want to describe a few of these studies tor you. They're 

not perfect, but they do seem to ~e qenerating some plausible and 

reasonably consistent results. 

First, a group of studies have been done using the Panel Study 
,

of Income Dynamics, a unique twenty odd year longitudlanl study of 

over five ,thousand households, to look at the effects of family 

bacKgroundi on outcomes for children. A dissertation that was done 

by one of our graduate students I Naomi Goldstein, is representative 

of the findings as a whole. She looked at two outcomes: school 

completio~ or lack thereof and early childbearinq, and a number ot 

independeJt variables including' measures of parental education, • 

family structure, and family income. For predicting school 
i 

completion I she found that by far the most important background 

variable was parental._e~ucation: If you could change only one 

thing in children's lives, this ~ould be it. We don't know quite 

ho~ it wO~kS, but there are lots at plausible patterns: More talk, 

more reading, more motivAtion. She also found that family income, 
matters, ,toO! both education and income are important_ Again. 

there are many plausible stories. Income can buy books and toys, 

good care, better school environments, fewer distractions in the 

household. When she looked at early childbearing, neither income 

nor education seemed to be so important. Instead family structure 
I, 
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• 
variables seemed to be more important. All of this makes sense, 

and serves to remind us that we are looking at extremely 
I 

complicated processes. 
I 

Second, there have been a couple of studies that lOOK at the 

effects ofJincome from different 50urces~ The effects of income on 

children's!outcomes, in the studies I just discussed, are smaller 
, 

I
than many ~eople expected. Partly that is because other variables 
I 

• 

that are correlated with income, particularly education, appear to 

be more important than income per se ~ But there is another 

possibility. Income can come from different sources, and it is 

possible that some income sources may be accompanied by negative 

effects, in addition to the positive effects of having more money. 

tor example, family income may go up if the second parent in a two 

parent family qoes to work. His or (usually) her work increases 

family income, but it also means that he or she has less time to 

spend with the children. The simple lack of adult t lme Qr 

supervision, poor day eare, and/or the stresses associated with 
, 

work, may affect the children adversely. Another example comes 

trom welfare. Welfare is money, just like other income. But it is 

also money that is associated with and perhaps even encouraqes 

parents who do not wOrk and isolation trom the economic and socialI, 
mainstream. Income from welfare may not have the sa~e positive 

effects on children as income from other sources./ I Hill and Duncan, amonq others, have studied the effects of 

income sou'rces on children's education and work experience. They 
I 

found that1headfs earninqs had a positive relationship to outcomes, 
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but that spouse's earnings and welfare had the ambiquous erfec~s 

suggested by the above logic. A study that Ginger Knox and I are ~ 

currently doing on the effects ot income and income sources on 

children who spent any part o! their childhood in single parent 

families' makes the same points even more dramatically. We used the 

PSID to look at the rela.tionships between income from different 

sources during ten years of childhood on educational attainment at 

age 21. ,IWe first looked at the effect of average family income on 
,

children,· s educational attainment, and found that it was marginally. , 
positive'., We then broke income into two parts, income during two 

parent years and income during one parent years. Though income 
. 

during t~o parent years had the expected positive etfeet, hi9her 

income d~rinq one parent years did not seem to increase children's , 
educational attainment overall. We then looked at the effects of 

ditteren~ income souroes, with the sUrPrislnq result that Child ~ 
support income appeared to have stronqly positive elfects, while 

income from welfare and mother's earninqs had ambiguous effects. 

These fi~dings thus support an interpretation that says income is 

not simply income, but that it 1s not just a proxy for other 

characteristics either: it matters where income eomes trom. 

This finding was reinforced by another study that sheds some 

additional light on the issues before us. Nazli Baydar and,Jeanne 

Brooks-Gunn used the national longitudinal surveys to look at the 

antecedents of childrenls scores on a cognitive test and an index 

of behavior problems. The study controlled for the child's prior 

test sco~el and thus provided a strong test of the effects of the , 
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variables of interest. Two findings are of great importance. One 

, 
i. that scores on something called the HOME inventory were strongly

I 
predictiye of c09nitive skills and of behavior problems. The HOME 

I 
inventory is turning out to be measuring a powerful set of 

I 
intervening variables between family backq%'ound and children's ,, 
developm~nt. It includes a numbe~ of dimensions, including 

, 
parental ,',warmth, the cognitive environment and so on. In other 

studies, jit appears to "explain" a good deal of the apparent affect 
I 

of parental education and family SES on children' 5 development. 
I .

Even controlling for thlS powerful variable I however, Baydar and 

I d h .. h' ldBrook$-G~nn foun t at recelv~n9 C 1 support had. a positive 
,, 

etfect on children's development. Again: income counts, largely 

because it can be translated into features of the home and family 
I 

environm~nt that affect children positively: whether the effects 
I 

turn outlto be positive depends to at least some extent on where• 
, 

the money comes from. , 
If ~hese findings hold up in future research. and I suspect 

I 
they may; they have very important implications for how we think 

about security for America's children. They are relevant to~ 
I,

thouqh not determinative of, the debate over income versus 

services: Some people miqht interpret the data on the relatively 
i 

weak effects of income on children's development as supporting the,, 
brief for services: other aspects of the family environment 

besides income are important so we should try to directly improve 

those asJeetSt throuqh parent training, pre-school education and so 
I on, rather than spending the equivalent amount of money on family 
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income support. We have to remember t though, that in most of the 

good stUdi~s an income effect remains even after controllinq most ~ 

of the thihqs	, that might be affected by services. Moreoverl the 

, 


effectiveness of services is tar from proven. Thus I think we can , 

i 


feel safe 	in followinq our intuitions that say children's lives are 

likely to 	be improved if childr,en'g families have more money.
I 

But the research is also beginning to suggest that it matters , 

I


where the 	money comes trom, and that some policies for increasing, 
inco~e are~better than others. Welfare is clearly not the best way 

I 
to fmprove the lives ot children. Weltare brin9s with it many 

negative f\iHltures. that seem likely to ham children if welfare, 
becomes a 	 long term way ot life. At the same time, increased work , 


I 

by the sec~nd parent in two-parent families or by the sin91e parent 

Iin one-parent families is not an unambigous good. The inevitable 

accOmpanYi~q losses in time and the potential losses in supervision • 
I 

and in qua~ity of care take at least some toll, for at least some 

children. 	, The only income source that seems to be unambiguously 
, 

positive for children in one-parent families is ehild support. It 
, 

is not stigmatizing or isolating like welfare: it is not draining 

of parental time and energy like full time work. A combination of,, 
work 'and c~ild support seems to be better for children than either 

relyin9 on: maternal earninqiL or welfare alone, or a combination or 
, 

welfare and work and Welfare. 
I

This research reinforces for me a position that I and others 
, 

have be~n 	,developing over the years on the best routes to income 
i

security for that very large proportion of children wbo will spend 
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• 
part of their childhood in single parent homes. Child support is 

. I 
the key, and guaranteed child support, not welfare, ought to be the 

emphasis of government policy. 

Let me then close by spending a few minutes reinforcing a 

pitch that I know you will hear trom others at this conferenoe on 

child ~upport enforcement and insurance. We have to provide 

economic security for children in single parent homes: much as we 

might like to make them 90 away, the trend is inexorable, and far 
i 

to many children are involved to be ignored. Welfare is not the 
I 

ans~er--thou9h punitive cuts in welfare are, of course t not the 

answer e1,ther . Recipients donft want to receive welfare, and 

taxpayers don I t want to pay for it. But work alone is not the 

answer either. Only a few single parents can do the work of two: 

and remember that means being able to earn to that of, income equal 

~ one and alhalf workers, which is the norm in two-parent families I 

as well as provide for child care. Sinqle parents shouldn't have 

to do the work ot tWOj in virtually all cases, children have a 

second living parent. 

Absent parents need to pay their fair share* Welve made some 

progress on that front but we need to do much more, in terms of 

paternity establishment. award guidelines. simplified procedures 

for obtaining awards, and automatic wage witho1din9. But. in 
I 
I

addition to enforcin9 child support. the qovernment OU9ht to 

guarantee ~Child support. 5inql. parents need to be able to count 
, 

on minimum child support. the: regular receipt of enough child 

support to make it possible for them to support their families with 
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a reasonable Amount of wor~. I believe the government ought to 

9'uarantee 4 minimum amount of child support to every $ingle parent. • 

With appropriate child support enforcement. such a pr"'1ram if 

designed ~ppropriately eould benefit everybody: it could reintorce 

family responsibility, qet fa.milies off welfare and make them 

better off. It would be a genuine social insurance proqram t in the 

tradition! of this countryls finest efforts t.o 'ensure economic 

security for its citizens. We can talk about the details of how , 
such':.. pro>;!ram Dli<;ht work durin>;! the question period it you like. 

and I tm sure you will hear more about it in the rest of this 

conference. 

Ult me close by applaudin<; the National Academy of Social, 
Insurance for turning its attention to children. You could have 

substantial impact on the prospects for children in the years to 

come. There is nothinq more important. • 
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