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NATIONAL WOMEN'S LAW CINTER

March 23, 1994

President William I, Clinton
The White House

1600 Pennsylvania Avenue, NW
Washington, DC 20500

Dear President Clinton:

We are pleased that improved child support enforcement ts g major
part of the Administration’s weifare reform proposal. Ag 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 & lack of child support as a major causg of
peverty in American families. Single parents should not and ofien cannot
bear the sole financial responsibility for raising their children. A decemt
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 imponant 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 weifare reform
package. We are writing.to urge you 1o consider including a child

Regular and reliable child support is & 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 monthiy child
suppont payment if she is going © combine work, the Eamed Income Tax
Credit and child support in order to stay off AFDC and, more
importantly, out of poventy. 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 suppon
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
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President Clinton
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|
resulting from :divorcc or non-marriage. For example. if a noncustodial parent is iemporarily
unable to meet his child support payment. the assured benefit will repiace the missing
payment, at least in part, so that the custodial parent can continue supporting her famiiy
without having to turn 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
Administration’s theme of “dual parental responsibility" would be put into action.

It wouid, therefore, be a mistake to go forward with a welfare reform pian without
child support assurance. Our strong preference is for a universai 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 m particuiar, families now recelvmg AFDC. Implementing child support
assurance in con]unctlon with weifare reform is the best way of demonstrating the value of
this concept. |

One out of five children in this country is poor. Child support assurance is one way
10 reduce that staggenng number. [t also advances your goals of work and independence,
while at the same time truly improving the lives of countless custodial families.

Sincerely,

ity utf vy bt/

1
1
1
|
{ Nancy Duff Campbell
| Co-President
|
|

On behalf of:

Amaigamated Clothing and Textile Workers Union
American Association of University Women
American Planning Association

AYUDA

Bay Area Legal Services, Inc.
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INATTONAL WOMEN'S LW CENTER

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 rehiable 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

g (D



President Clinton
March 23, 1594
Page 2 i

resulting fromidivorce or non-marriage. For 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 part, so that the custodial parent can continue supporting her family
without having to turn to public assistance. Payment of the assured beneiit by the
government will, in turn, pul pressure on the government to enforce the underlying child
support order in order 10 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 1o be "backed-up” by child support assurance, The
Adminislration:’s theme of "dual parental responsibility” would be put into action.

It woul:d, therefore, be a mistake 10 go forward with a welfare reform plan without
child support assurance. QOur strong preference is for a universal prograra, 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 woukd generate the data needed 1o
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 vaiue of
this concept, | i

One out of five children in this country is poor. Child support assurance s ong way
lo reduce that staggering number. It also advances your goals of work and independence,
while at the same time {ruly improving the lives of countless custodial families.

1

Sincerely,

%///17" LA L, ’VW

Nancy Duff Campbell
Co-President

i

On behalf of: |

Amalgamated é?o{hing and Texule Workers Union
American Association of University Women
American Planning Association

AYUDA

Bay Area legal Services, Inc.
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President Clinton
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B’nai B'rith Women

Bread for the 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 Women United

Clearinghouse on Women's Issues

Connecticut Women's Education and Legal Fund

Harriet Buhai Center for Family Law

Health and Wel Hfare Council of Nassau County

Lutheran Office for Governmental Affairs, ELCA
Mennonite Central Commines, Washington Office
Monroz {I{}aaiy Legal Assistance Corporation

National Asmzaizcn for Girls and Women 1n Sports
National Assotiation of Commissions for Women
National Association of Negro Business and Professional Women's Clubs, Inc.
Nationzi Association of Social Workers

National Blaci’; Women’s Health Project

Nationat Council of Jewish Women

National Federation of Business and Professional Women
National Jewish Community Relations Advisery Council
National Political Congress of Black Wemen

National Women's Law Center

NETWORK: A Nationai Catholic Social Justice Lobby
NOW Legal Defense and Education Fund

Organization for Enforcement 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 Oppottunities for Women

Women Employed

WOMEN OF RE;FORM JUDAISM, The Federation of Temple Sisterhood
Women Work! The National Network for Women's Employment
Women's Legal Defense Fund

cc:  Donna Shalala, Secretary, Department of Health and Human Services
Mary Jo Bane, Assistant Secretary for the Administration for Children and Families
David ﬁléwmé Assistant Secretary for Planning and Evaluation
Bruce Reed, Deputy Assisiant to the President for Domestic Policy
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MEMORANDUM

To: Bruce Rleed
Fr: Timothy. Fong
Re: Child Support Assurance/Enforcement Programs in other countries

Australia '

Australia dm:sI not have a child support assurance program, but has instituted reforms of the child support
cnforcement program, starting in 1988,

The program consists of two stages. Stage [ deals with collection procedures; Stage [l deals with the

assessment of support awards.

Some of the specifics of Stage [ include:

& payments are made directly to the Child Support Agency (CSA), a national agency to collect and enforce
support which is located within the Australian Taxation Office (ATO)

e cmployers are required to implemented income withholding, treating it in the same way as income tax
withholding, by sending it to the ATC

® registration is compulsory for applicants for single—parent pensions, and automalic, although not madnatory
for olher parents eligible for child support

Resulis 1o Stage I

e 2 172 years after implemeniation, less than 10% of cligible parents had registered with the CSA

o wage withholding was less successful because of an underestimation of the number of sell-employed
noncuslodial parents; employer and employces 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 o 36% for five or more

Results to Stage 11:
# awards increased by $8.50 a weck

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 the most complete information.

Austria '
All single muthcrs are entitled to child support, the level of which is determined by the original order. In
order to claim :h|ld support assurance, palernity must be established and an attempt to collect the payments must
have been made and failed during the six months before application for support. The custodial parent is not

eligible for child support if the debtor clearly cannot pay_support.
The government does operale a child support enforcement system. Out of the total support paid by the
government, 36.5% was recovered.

b

Denmark

Although paternily is required for receiving child support, mothers can refuse o comply. Even withoul -
establishing patemily, custodial parents can still receive child support. The government does seek repayment of
child support fmm noncustodial parent.

In 1983, 81% of the amount disbursed was collected; the cosis incurred by collection, however, are not
known.




[
Israel

Israc] has a very low percentage of single—parent families.

Norway

Norway has an extensive family policy which include the following: child allowance; child care 1ax credits;

child care cash bcncflts a transitional benefit; advanced maintenance payments (which are guaraniced child
support}); a housmg allowance.

Sweden

Successful establishment of paternity is not required; payment is conditional, however, on the custodial
~ parent’s assisting in the clfort to cstablish paternity and fix a child support amount.
About 35% of all advance payments made are collected.

Summary:
The information on other countries' child support assurance/enforcemenlt program appears relatively scant.
Much of the detail has [ocussed on other aspects of family policy, such as child care allowances and pan-time

work provisions. There has been little evidence to explain the differences in successful collection rates for child
support.
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Congressionat, BuposT OFece
LS. Cangrens
| Wishingron, [XC 20515

Robert O, Redschaner
Divecor

March 15, 1993

Honorable Sai’;zz D. Rockeleller IV
United States Senate
Washington, DC 20510

Pear 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 I, of S. 2237, The response to your request was delayed so we could mcorpnratﬁ the
results of a new ¢hild support microsimulation model.

Finally, we will revise this estimnte as more information becomes available on states
interested in participating in the demonstration. I you wish further details on this estimate,
we will be pleased to provide them.

3

Sincgrely,

¥

Roberi I Reischauer

Enclosure

1\ Fsguran



i CONGRESSIONAL BUDGET OFFICE
COST ESTIMATE |
March 15, 1993

BILL NUMBER: S. 2237, Title HI
BILL TITLE:
The Child Support Insurance Demonstration Projects

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

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

ESTIMATED COST TO THE FEDERAL GOVERNMENT:

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

1994 1995 1996 1997 1998

i

|
DIRECT SPENDING:
Child Suipport Insurance Program 75 150 160 80 0
Family Support Payments (AFDC) -10 -20 T 20 -10 0
Food Stamps 20 40 _40 20 _0
i :
TOT|AL 85 170 180 90 0

1

1
The costs of this bill fall within budget function 600.
|

Background

Title IIl of 8. 2237 would authorize the creation of child support insurance
demonstratlon projects in four to six states, which would begin in fiscal year 1994 and
end in flscal year 1997'. The projécts would be in addition to current federal and
state efforts to establish and enforce child support payments for children living in one-

|
r

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 pmjems the federal and state governments would
gaaranteé eligible children a minimum level of child support (that is, an assured
i}ﬁmfzt} in cases where absent parents were not providing 2 minimatl level of support.
The faiit:mmg paragzaphs outline the proposal’s details, discussing the guarantee level,
eligibility requirements, and the benefit's relationship to other fedcral programs.

=1--The bill proposes the following minimum guarantee schedule:

Annual Guarantee

$1,500
2,500
3,000

i
2
3

@

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 z}pi;&n The difference between the guarantee and the amount of child
support that s actually paid by the absent parent would be the assured benefit
raceived by the custodial family,

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

Eligibility--The bill would limit program eligibility to families that have been awarded
child support either 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, but who
demonstrate "good cause” in not seeking an award, would also be eligible for assured
benefits®. Nevertheless, the large majority of mothers who have not obiained awards

Twoathirds of women due child support paymcms in 1989 were awarded payments through the court sysiem, while
most niher mo!hcrs had voluntary ngroemenis with the absent parent.

The term custodial mothers is used {n this section because data from the Transfer Income Made] {TRIMT), which
is based v:m the Census’ Current Population Survey {CPS), dees not inclede the estimated 2.1 million divorced,
ss:pamwd, 0f never-married fathers who have custody of their children. This amission is giscussed in funther detall
later in Lheiestimate.

Arn identica] "gaod cause” exemption currently exists for AFDIC families who choose nol 10 coaperate with child
sappost anfﬁmmem officials in seeking an award. According to adminisirotive dats, only 0.2 percent of AFDC'S
single pareat famities were granted such an cxemption in fiseal year 1996.
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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
"means-tested.”

: and Treatmen : d Benefit--To receive the benefits, eligible
famzizes W{mid have zz} rﬁgister for child suppert enforcement services through state
agencies, which would deter some families from participating in the program. The
benefit svmziii not be taxed as income.

States would disregard the assured benefit as income when determining eligibility in
the Medicaid, Food Stamps, housing assistance, and child care programs, The
treatraent of the benefit with respect to the Ald to Families with 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
ai&;ecﬁv&s of the pm;aesai is to compare the effects of reducing AFDC payments by
é;ffﬁmm amounts for a given level of assured benefit income. Three AFDC benefit
reziu{:u{:m rates would be tesied across the demonstration states {those are,
100 pe:rf:ént 50 percent, ami o perceni) Under the 100 percent reduction rate, a state
would lower AFDC benefits | by $1.00 for each $1.00 of assured benefit income; while
under :he ¢ percent option, states would completely disregard the assured henefu

when det&rmmmg AFDC paymems If a family’s assured benefit were so large that

their AFDC 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).

Benefit Recoupment~In cases where an absent parent falls behind in his or her child
support payments 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 ong child failed
to make a child support payment in the first month of the 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
mouth, the absent parent pays $200 in child support. Under the proposed recoupment
scheme, 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
amoum of child support payments recouped over time would never exceed the amount
of assured benefits paid to that family over time.

v
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epard of 1 : d Support--States would {ilsregaré the amount of private child
szzppi}ri |;>aymczzz3 maée ap to the guarantee level in the Food Stamp, Medicaid,
h{msmg assistance, and child care programs. Current law would continue in AFDC,
that is, states would disregard the first $50 of private child support to the family each

month 5]
3
[
1

CBO approached this estimate in two stages. First, CBO assessed the cost of a child
support insurance program operating on a national scale in 1994, Second, CBQO scaled
costs down 1o reflect the demonstration’s Hmited size and duration. CBO did not
account for important behavioral effects (for example, labor supply responses of
custodial or non-custodial parents), which may be incorporated in future estimates.

Costs at? the National Level in 1994--CBO estimates the federal and state cost of a
national assured benefit--net of AFDC and food stamp effects--would fall between $2.4
billion to $3.4 billion a year, depending how the payments would be treated in the

TAFDC program. The federal cost would fall between $2.4 billion and $2.9 billion.

These fig{kff;& assume participation among eligible families would be roughly
60 ;}ez’z:arzi and would rise over the three-year period.®

The -.mr:ixai gross cost of the assured benefit--the total value of assured benefits going
to cust(}dxal families before rccoupmcms«—ls an estimated 3$3.2 billion, with 1.9 million
families’ rcccwmg a payment in at least one month of the year (see Table 2), Families
would recewe an annual average $1,675 in assured payments; however, about one-third
of those! families would have a total $0.5 billion in child support payments recouped
by the government. Therefare, the net cost of the assured benefit, before interactions
with {}zizez* programs, would be $2.7 billion.

Y

Notably, in'states where the assured beneilt is disregarded as income in the AFDC program, a family with 3125 in
assured bensfits would be fnancially better off than a family with $125 in private child support income. However,
in statey where assared benefits offset AFDC paymonts doliar for dotfar, Tarmilies with $125 in asured benefits would
be slighily worse off than familics with $125 in private child suppont payments.

‘Pammmz;mz in government programs is which the petential recipient would have to apply for benefits would be less
than 168 p&rcem Based on findings from othey federal transfor programs {for example, AFDC and Food Siamps),
wi assused the participation sateeds a child suppont imsuesnes programewauid be roughly 2 percent, with the
custodial family’s income, and the size of the assured benelit being the primary determinants of participation. Such
4 pammpmmn rate would be achieved several years after the program’s initial implementation, Therelore, ghven that
this is a new and relatively short program, we assumed that in the first year of the demonstration 92 percent of
cligible AFDC families end 43 percent of sligibie non-AFDUT families would apply to recsive benefits, yielding an
oviril participation rate of roughly 60 percent. We ansicipate high participation among AFDC recipients because.-
given the ralative federsl marching rates-states wouald have a strong financial incentive to move individaals {rom the

e

AFIHC 10 the Child Support Insurance program.
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TABLE 2.
GROSS COST OF CHILD SUPPORT INSURANCE PROGRAM
OPERATING NATIONWIDE IN 194"

FAMIITY ESTIMATES (Millions of Families)

Demographically Eligible for Child Support® : 14.6
Families with a Child Support Award 6.7
Families Eligible for Assured Benefit 3.3
Families Receiving an Assured Benefit® 1.9

ASSURED BENEFIT ESTIMATE (1994 Dollars)

i
Annual Gross Benefit per Family 1,675
Gross Annual Payments (Billions of Dollars) 32

RECOUPMENT ESTIMATE {1994 Dollars)

i

Families with Payments Recouped (Millions of Families} 0.6

Average Recouped for Familtes with Recoupment 723

Total Child Support Payments Recouped (Billions of Daollars) 0.5
GROSS PAYMENTS LESS RECOUPMENT (Billions of Dollars)? 2.7
FEDERAL SHARE AT 80 Percent (Billions of Dollars) 2.2

Svurce:  Congresstonal Budget Office based on adjusted resaits from the Urban Instituic’s Transfer
Income Model, Version Twe {TRIM2),

2. CBO relicd on ompin feom the TRIMZ microsimulation mode! for these estimates. The model is
siifl undor dovelopment, and fuure improvements mey sffedt our ostimate of this proposal,

b, ’Z‘hisfﬁgarc is eomprised of 114 million custodial mothers identified 23 of 1989 in g TRIMZ
simalation; an additional 1.1 million custodial mothers to account for growth in that population
betwoen 1999 and 1994, and 2.1 million custedial fathers.

¢ These estimates assame 92 percent panticipation among eligible AFIX familits and 43 percent
participation among eligitle familics whe are not in the AFDC program.

d. "I'heslc totals do not account for costs/savings associated with behaviara! changes of affestad families.
Moreover, they do not refiect the cost of administering the program,

e
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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 compnsc 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 account for about 45 percent of eligible families and potentially could receive
$1.0 billion after recoupment; however, CBO assumes families with higher incomes
would be less likely to apply for their benefits’.

Ef 1 her F ms--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 1), the AFDC caseload and benefits would stay
at the same level. Increasing the AFDC offset to 100 percent (that is, $1 in assured
benefits' rcduces 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 tlo families whose AFDC benefit fell to zero.

Food sta{mp 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
determining food stamp eligibility and benefits. Food stamp benefits would also
increase’ bccause a number of families would effectively trade AFDC income (which
lowers a' family’s food stamp benefits) for assured benefit income (which does not
affect food stamp benefits).

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.

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

Wln. -.{ ?



TABLE 3.
NET COST:!OF CHILD SUPPORT INSURANCE PROGRAM OPERATING
NATIONWIDE IN 1994*

: Option One: Option Two: Option Three:
No AFDC 30 Percent AFDC 100 Percent AFDC

Reduoction® Reduction® Reduction®

ASSURED BENEFIT PAYMENTSS

Annusl Payments (Billions of Dollas) 27 2.7 2.7

Feders! Share a1 81 Percent (Billions of Dollars) 2.2 22 22
EFFECTS IN THE AFDU PROGRAM

Change in the AFLC Caseload (Porcent) 640 L121] 0.0

Change in Average Annust Benefiig (Percemy? 4.0 2.5 -5.0

Change in Pragram Cost (Biltions of Dollars) 00 086 -1.1

Federal Share :fz 55 Peycent (Bitlions of Dolians} 48 0.3 Q6
EFFECTS IN 'I"I*iﬁ FOOD STAMP PROGRAM

Change in §~ood Stamp Caseload (Percent) 0.6 4.6 0.6

Change in sz:ragf: Annmual Beacfit {Percont) . 24 2.9 32

Change in ngram Cost (Biflions of Dollarsy 8.7 88 08

Federal Share ar 1N} Percont {Bilttons of Dollars) 0.7 88 3.8
NET COST OF CHILD INSURANCE PROGRAM'

(Billions of Dollars} 34 .30 24
FEDERAL SHARE (Biltions of Dollars) .9 27 2.4

f

Souree! Cnnsmssiabal Budget Office based on adiesied resude from the Uichan butmle’s Traasfer Income Model, Version Twe (TRIM2),

CBO relied on uu:'put from the TRIMZ microsirmulstion mode? for these estimates. The modzt is siill under development, and Rturs
improvemeni rmy'laﬁ'cct our estimate of this priposal.

Under eption one, imes would completely discegand the sssursd beaefit as income in the AFDC progrosy; under option twa, states woki
roduse AFDY paymwls by $0.50 for cach 31 of assured benefits reczived; and under option three, nales would reducs AFDC pavmenty
by $t for anch §1 of axzared benefits raceived, 1fthe family’s AFDC payment fails ta zero under any of the eptions, s state would
provide the caretaker's portion of the AFDC paymen 1o the family.

See Tabis 3 for deisll. These estimates sxrume 92 percent participation among eligible AFDL familizs ardd 43 persont prrticipation smung
eligibke families who are not i the AFDC progeam,

These Bpures reficct & slight reduction in private child support payments retained by the government dus 1o the recovpment proces.
|

The extimaied eont :}f distegacding private child suppert payments i $0.7 billion in cach of the thees options.

i
These 1otale 36 not secount for CoRs/savings associaied with behavioral changes of affecied families. Moresver, they 40 nit vefloct e
wort of admininsring the progam.

i
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‘ Becausle the proposal would disregard certain private child support payments in
Medicaid, housing assistance, and child care programs, families could become eligible
for additional 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 Estimates----CBO’s estimate of a national child support

insurance system is based on the Urban Institute’s new TRIM2 child support model’,
The model mcorporates 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 beneflt the average amount of the benefit, and the changes in payments in
other programs resulting from the assured benefit.

The 'I'R]MZ simulations indicated that, at 1989 child support payment and assured
benefit levels, the federal and state cost--net of AFDC 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 10 be overstated.

Addmonal problems arise because the CPS child support data were last collected in
1989. TRIMZ’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 paymem 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 mandatmg the withholding of child support payments from wages. These reforms
will generally increase the amount of a famllys child support award as well as the
child support payments the family actually receives. Therefore, the actual cost of an

TRIM2 {Transler Income Model, Yersion 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 TRIMZ. Offsetting this
reduc:ed cost is a greater number of families cllglble for child support, resulting from
new divorces and separations each year and a continuing increase in births to never-
mamcé} mothers.

CBQO adjusted the TRIMZ2 resuits in several ways to update the findings and correct
for the underlying data problems. First, we added 2.1 million custodial fathers o 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. Scecond, 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 zize assured benefit at the same rate as the mothers who were identified in
1989, Té;zré TRIMZ's estimated AFDC and food stamp effects were adjusted to
reflect zhe fact that those programs will have more child support eligible families in
1994 than in 1885. Finally, average assured benefit and recoupment amounts were
assumed to increase with inflation™.

: Nz o Demonstration Costs~The estimated cost of the
dcmcnszrat;cns 15 highiy uncertain. We éi} not k:ﬁ{)w 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 participants 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:

0 The three AFDC offset options would be represented equally across the
d{:monstration sites. In addition, we assumed administrative costs would
represent 10 percent of assured henefit payments (the federal match is assumed
to be 80 percent). The percentage is expected to be lower than is found in
mher programs {for example, AFDC and Food Stamps) because caseworkers
would be working with a relatively stab e caseload and would not have to check

-

N L

CBO assamed (et the propossl’s guarantee schedule and private thitd suppor payments ingresse with infloton (the
propusal catle for an inflatien-indexed guaransce schedule). Thersfore, we also essumed average assoredt beasfits,
which are based on the difference between the two, would grow with inflation. The assumption that child support
payments mcyem with inflation i3 based on cvidence from past child suppor: surveys, which indicate the sverge
amount of ctzz?d support received by {amilles remained a2 $2,230 {in 1989 dollars) batwenn 1987 and 1839, Improved
wﬁwmwiz and Inpreases in the wages of absent parents drive the nominal growth in paymenis,
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incomes or assets of the reciplent families."! These costs would be in
addition to CBO's current estimate of child support administrative
expcndltures, Taken together, these two assumptlons yield a net cost of $3.2
billion for a national program operating in 1994, of whlch the federal share

would be $2.8 billion.

S::rc states of average size would participate in the demonstrations. Given the
limited time available 10 organize the projects and the uncertainty surrounding
the;r cost, UBOQ assumed states, on average, would offer the programs to only
one-half of their populations.”

"I’hcse assumptions reduce the annual federal cost to approximately $160
million. The April 1994 implementation assumption lowers the fiscal year 1994

cost o SRO million, .

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

The federal cost would rise slightly over the three year demonstration because
participation would increase as more families become aware of the program
and becanse 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
affecting direct spending or receipts through 1995, The pay-as-you-go effects of the bill
are as follows.

I

i

|
!
!

12

f
Some fa:mhes who gee nof chigible {oz the assured denefit in the short run may foin the program with the sxpeetation
that the abwm parent may miss child support payments in the future. Administrative costs associated with such
families ace not Kkely to be largs in a time-Ymited demonsiration,

l

We assume 3 state operating & demonstration with a 100 percent AFDC offset, which is less expensive, would be
more willing 1o offer the program statewtde, whereas, a state with a 0 percent AFDIC offset would probably limit the
program (o 2 aumbier of counties.

10
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{(by fiscal years, in millions of dollars)

H

% 1994 1995
Outlays 85 170
Receipts Not Applicable

ESTIMATED COST TO STATE AND LOCAL GOVERNMENTS: State and Jocal

govcrmn‘lcnt outlays would increase by $10 million in each of fiscal years 1994 through
1997.

ESTIMATE COMPARISON: None.
PREVIOUS CBO ESTIMATE: None.

ESTIMATE PREPARED BY: John Tapogna {226-2820)

ES’?IMA’I’E APPROGVED BY:
H -
£7 {;;’ / Jor
C. G. Nuckols

Assistant Dhrector
for Budget Analysis
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i'mvil;g to avert the

welfare frain wreck

ton héa appointed a

sk foree £ develo
his farmous plan “to en
weliare a3 we know i, to
breck the permanent cul
tary of dependence.” That's
the good news.

Bt Sen. Derdel P Maynl-
han, the men In polilics
who Kaows the weifare
issue beat, is not huppy. He
says that I the Clinton
pian emdodies the prinel
yiea ¢hat have been 4y
eribed to i, it will be "3
politicsd  tralm  wreek
walting o happen.” That,
says Meynihan, i brokuse
"thire i3 8 dlrty Jiitie s
crotig i

The seceet ix abwple: The
Clinton plan — st jotat
based on what has been said
shout X 3 Ciintonr  and
others = will not opd weh
{are sa we know it Not even
ciose. DRugiasr Beshusrey of
the Amcrican Raterprise In-
stitnte estimaten that under
the (agmittedly vaguel
Clibten pragram & typical
welfgrs mother will still re-
cefve gbout 50 persent of her
current benatily!

How 367 Thy guts of the
plan i» "twe vesrs snd
oul”  That  ostensibly
means that for up fo two
yesrs ahie-bodied wailare
mothere will get major

F inally, President Ciin-

THE VIEW FROM HEXE

coart-gwardsd  childaupe
pozt ETamt

The wheie welfars situa-
ton ls 4 mess, deiven by 4
mansive increase in s

gitimate births. Nothing]

acemny to work. Moynihan's
Family Support Act (1488)

LWk desipried 1o transform

elinre inte workinre, But
i an't panning aut. A new
report by the Public Peliey
ratisute of New York State
revealy thet the New York
affort to reform (he aystum
hay mada L worse, partly
becaiise ¥ is based on the
e that “entry-leval” joba
ars ot Food envupgh for wei-
fars tecapienis,

Is thers sn wmswer® A
guick cut-off of welfare
leaves innotent chlldren in
peril. Incramental tinker-
ing with AFDC dues not
change the bonuscs for
fecklesa raproductive
hehavior, thus gusrantee.
ing snother gensratlon
hooked on dependency,

My sense i that the wel.
fare situsiion must be

suppat  lor agen whole =
ediication, AFLE.  tood
ok wainlsg ) Len. Donlel P, pamps. houe
s g 2 | Moynihon says | ana mou o
job or loss the afn'@” xh:::s e
bt | welfare plan | Saer
ﬁ‘:‘;’fﬁ‘ ifn& has a 'dirty sms must
* . todutec,
cipient does- | fittle S€Cret 20 | oot time, for
i ”gc; AT Ad abie-bodied,
work? Based lengterm
o the {dens poar  people,
T AR satomatic

gmmundc&
y Clinton, the oply pen-
aity would be a Joas of the
mother's share ol & Ald o
Familiea with Dependent
Childeen grant. Thus, the
mother continyés i Te-
ceive her children's share
of the AYDC grant, And
toud stamps And housing
grents. And Medizald, And
Women-Infant-Children

benefits. And is eligptble {or
about 79 smaiier pro-

atross-the-bogrd out of, sy,
16 percont per yesr oy five
yeara would send the mes
sage to future gencrations
that America will ns longer
make it easy 10 have chils
dren out of weslioch
Libarais wil fight even
the original Clinton formu-
atlon., it  alone Ay
dramatic  change in
Greatsr Weitare. But {f the
gk forom moves in &

sesow diwamtinm  ganak  oa

oy

Fle wde-

O Chdi Sqpok

A

(D wRh. - d:yg



BASLAM Aevew o e
centiveto work,
Morsover, ons of the 1aak
force'n co-chalymen Hare
vard Professor David Ei-
wood, proposes to estadilsh
a “ohiid uug 2@ NS00
gysiem.” 1 new, Pro-
gram would givs extrs

child support.

(ENlwood i3 & mysiery. Ia
e the touph “téo yvears
and out” adwosate? Or in
he the 3ot "government as
Deddy” proponenl?)

The politics of all this.
suye HMoyniban, are poten-
tially catasirophic: “What
an swiyl o e Volers
wiil get when they find out
that ssdlng wellsrs means
eing able 10 retlis on 2

R A A LI R T L

£ )

A

money 1o children whose’
tathers are not paying’

o by g R L i sy N R

fight might be Ciniens
politice]l  sslvation It
would help Americe and
¢ k0 voteTs that it was
ney trick wihen Ciiston said,
“weifare ahould be 8 hslp-
hond, not 5 way of life,”
uid & ftough  plsn
emorgd from the Clinton
tayk force? Bruce Reed,
spother eo-ghnirman of
the task Jorce, szve ihe
group will look Boyond just
AYDC 10 the ontire range
of welfare programa, with
& gulding lght of “the
bolder the batter”
Cnly such an approach
san evert airain wrack

Bon Watienderg is ¢ sem
{ar fellne ot the American
Esisrprise Institute.
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CHILD SUPPORT ASSURANCE

Intra ¥
David wrote a book; I just rcad it
In the end, we come out at same place
I've mcd to be for TUSA, but a few pmbs I can't gct around .
w«‘k‘ﬂ 1 f‘& ﬂz( FS

We Agree on P];lws in Cutrent System Y b& e s?&“ ook b

Systeny i demeaning and ineffective.

Puis wo mach burden on woman (o brave the burcaucracy

Many 32:12{;3 main interest in CSE is reducing or offsciting welfare costs

. Result mziix{m& of children go without; millions of fathers get off the hook

My Troubles with CSA —- some practical, others philosophical
Would ité improve enforcement, increase resp, strengthen family?

Tusrmontrs
1. CSA assumes away the central problem, which is enforcement -
There's so question that a guarantecd min benclit would help kids, —7 428 ~ly ¥ low F"""“’P

$20 Billion Question is whether CSA would dramatically improve CS collection from
fathers.
Giving pcople money is obviously onc way to fight poverly, But CSA says, let's give
every single mother some money before we know whether we can get that money back.
f

We ?)avi: enormous cnforcement probs that CSA doces nothing to address:

30% interstate cascs that fall through the cracks;

18 mzi%win children with fathers who regardless of class ignore their obligation to pay

DE says ;(Z’SA will increase paternity cstablishment, b/c no mother will get any money
unless she cooperates. Perhaps. But establishing paternity, while important, doesn't guarantec
collection, z&m rules already require women 1o cooperate, and the collection rate is
abysmal, _

Besides, thcrc arc caster, cheaper ways (o ostab paternity —e.g., as part of health
reform, we coulld require every hospital o ask.

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

This isn't a question about motivating govt; it's a question about changing human
behavior.
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2. CSA sends cxactly the wrong signal at the wrong time.  It's anti-family, anti-work, and
zxzzzz»msgx}nszﬁzizzy

h lets| fathers off the hook. Why should a father who doesn't pay now, when his
children are starving, change his mind and decide to pay when he knows the govt will pay
whether he éac’s o1 not?

If he's too poot 0 pay now, what about this plan i5 going to encourage him (o work.

2 It dzsmnmgcs familics from staying together. CSA says, the govt will guarantee
vou $2500 if yozzr marriage or relationship breaks up. For many women, that's more than
their man is z‘.{}mrtbzzimg noOw.

Even if y{m don't think that's a direct incentive to break up, it could create perverse
side effects and ‘gaming of the system. Rewards single parents over parents who stay

together. oo Eﬁl‘z o bl 2037 Uneed g bils oo p&.#\ dotoled

3 assumes that CSis a poverty probiem, rather than a rcspﬁnsiblhw problem. The
trouble w/CSE 1s that it has always been treated as a welfare problem, rather than a
socictywide ob\lxgauon

Middle class fathers are deadbeats too ~- but this system could become welfare for

single parents regardless of age
e h i Qi g ?ck—wis

I support! experiments to see whether CSA improves enforcement. If it worked
perfectly, perhaps the values Q's could be overcome,

But I'm deepi§ troubled by the va!ue,s behind it. As we said at our st mtg, values arc
the most 1mp(lrtant thing., If we get the valucs right, our plan wili succeed, no matter who
carries it out. If we don't, it will fail.

?&Ll‘m&gv j ‘; 1 *;‘““’* L3 ML{QJ« ;J.w {A‘,J.L
acchlol, L. gw{"“wiﬁ j§"?
\\}i{}y’x‘ ke g m amm? {:\‘”“P“"‘*— L i-'{ﬂa“i??
%Mm?% Cugprie vEADENS Nﬂ{* . v
- &X_ﬁ Coeds -}‘ ?c‘t‘m“gj *‘i.ewi-‘g-_ Reborn ? 2

?&é &vﬁ.@%m ‘5 Mzagx
I“ff'm"' 4* {Cba* s-i’ :H& {gw[
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1 am delighted to pe with you today, at this inmportant meeting

of the National Academy of Social Insurance on security for
America‘aichildran. I am convinced that we ought to be thinking
about theéyrohlems ef poverty and welfare as they affect children
in the ac%taxt of social insurance and am pleased to be in such
good com;any¢ I was invited to speak this afterncon on the
question of how much poverty matters. I want to broaden that
question to address not only the guestion of how fanmily income
affects outcomes for children but also ﬁhe guestion of how much it
matters t$ children whether that income comes from one source

rather than another.

let éme set the coentext for this discussien from two
parspectié&$, One pare of the context is sat by the facts about
poverty apd welfare among children~-fagcts that you are alnmost
certainly lquite familiar with. The Census Bureau reports that in
1990 20‘6§par¢ent of cﬁildran under 318 -lived in households with
incones b%law the poverty line, which was set at about $13,300 for
a family éf four in that year. The poverty rate among children was
at a low éf 14 percent in 19€%. The paverty rate is cyclical, and
reached a' high of 22,3 percent in 1883, There is alsc a trend
though: the "good year® of 19378 saw a poverty rate among children
than was i.? percentage points higher than that of 1969; the Ygood
year® of 1888 saw a poverty rate among ¢hildren that was 3.6
percent&gé points higher than that of 1978,

Lying behind these facts are the depressingly famillar facts
!
: o -
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about tw:}ds in family composition. In 19%0, only 73 percent of

children %era living with both their parents. About half of all

i . .
children will live in 2 single parent family at some point during

their chif&hood‘ The poverty rate for female headed families with
children #as 44.5% percent, lower than 1939 (59.9 percent} bhut
higher than 197% (39.6 percent). Poor female headed families in
1990 received almost half their income from public assistance.
Most of the rest came from the mothers' own relatively meager
earnings énd the earnings of others in the household. Poor female
headed families received virtually ne ¢hild suppert.

These facts reflect the terrible bind that single mothers with
iow earnings potential find <thenselves 1in. Most two parent
families these days find they need two earners in order to get by.
éingie parent families, by definition, have only ons potential
garney, an? that person is also sclely repsonsible for the care of
the chil@fsn. I# she has to pay for c¢hild care, a single parent
with two children has to work full time at about $7.00 an hour to
support nér tamily at a level ahove the poverty line. In nmost
states, wagan with poor sducations and little work experience, who

!

can't make that kind of money, are better off on welfare, despite
i .
low benefits and the harrassment the welfare system imposes on

recipient&?

Sa pévar@y and welfare receipt are closely intertwined for
nOSL singl% parent families. And that leads us to a second aspect
cf the ¢&§text for our discussions today: the alleged "welfare

reforn® efkarts of states struggling with budget crises., In very
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few states!| in recent years have AFDC benefits kept up with
inflatian:%a number of states have enacted or proposed actual
beaetit.cut%. Other states are imposing new rules and requirements
on welfaregracipiants: reguirenents to work and go to school,
penalities ?or additional children and so on. 7The intent of these
preposals, ‘in addition to saving money for the state, is to
gncourage i;dependenza. The effects may well be lower incenme and
increased p%vmxty among at least some children.

I willireturn a% the end of my talk to the question of what wve
oug&t to dafaboua all this. BRefore I do that, though, let usg turn
to the question about which I was asked to speak: the guestion of
how much d¢ifference it really makes to cnildren, in the long run,
if family inconme is lower rather than hnigher, and the question of
how much difference it really makes, if any, where family income
comes from. The answers %o those questions no doubt seen obviocus
to you, as they did to me when about siyx nmonths ago I started
working with a developmental psychelogist, Larry Aber, on a cross
disciplinary review of the literature on the affects of poverty on
children. It turng out we don't know as much as we thought we d4id,
or az we shcuid& But there.is some exciting new research that is
relevant t¢ the issues you are dealing with here, Let me give some
of the bad news first, 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 ocutcomes is that
we know, both through personal experience and from data, that poor

children don't do as well as better off ¢hildren along a number of



&imensicnéﬁ They have more physical and mental health problems;
they don't perform as well on achievement tests: they don't get as
much schooling., The diffarences are consistent and well-docunented
in a nunkey of reviews, including an excellent review titled "Alive
and %eil?% that was done by Lorraine Klerman f£or the National
Center faxicnildran in Poverty, and that I now gquote shamelessly on

numerous oceasions.

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

off childrgn in a number of ways in addition to having less family

income: They are much less likely to be in two-parent homes, they .

avre lika}; t& have less well educated parents, their parents are
less likal!.y to be working, their families are more 1likely to
receive weifare, theiy schools and communities ars less likely teo
be viable.: Asking which of these variables are actually affecting

|

children's’ development is more than 2 statistician's guibble: it

1
is wvitally important in thinking through whether our efforts on

behalf of "security for America’s children" cught to be focused on
stemming welfare cuts, encouraging family financial independence,
providing family services or improving educational and health
services, izven if we conclude that the answer to that guestion is
“all"-~whiéh we are likely to conclude~-it is-impartant in these
troubled fiscal times to understand where we are likely to get the
most benefit for cur dollars.

My co%laagues and I have found the developmental psychology
litaraturaz surprisingly limited in answering these cquestions.

Developmental psychologists do indeed understand that the social
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and economic ¢onditions of children's families are related to their
development, and &il the good studies control for these conditions
in one w;y or another., But psychololygists tend to believe that to
the exta%t childrent's developnment is affected by their environment,
the impo;tant aspects of that environment are defined by parent-
child interaction, parental warmth, order and structure, cognitive
stimulation and so on. They believe that money is likely to affect
childreﬁis davelopment only through other aspects of the family
environmént, and they have not spent very much time studying that
direct i{nk, They have not been systematic about pulling apart the
effects of the social and economic background variables that they
use as controls: Since they have only marginal interest in the
separatel direct effects of family income, family structure,
aducatiaé, income sources and so on, they use one or a combination
of zﬁéseévariablaa as ¢ontrols and don’t look systematically at
theiy &ep;rata effects. Most of the developmantal research that we
have reviewed is consistent with a conclusion that various aspects
of family environment, including its social and economic status,
affect children's cognitivae and social development. But the
dﬁvelogma;talists seem to be only beginning to explore the indirect
lirks between family background, family interaction patterns and
child development,

Economists and other guantitative researchers have used
longitudinal data to explore the links between various aspects of
chiidren*; situations, including family income, and later culcomes.

Their studies lack the attention to the internal family processes
i
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and detailed structures of the  home environment  thatg
develogmen;alists, almost surely correctly, consider so important.
xgnethelesé, they are generating some interesting findings that are
releavant to our discussion hare'taday,

! want to describe a few of these studies for you. They're
not perfect, hut they d¢ seem to be generating some plausible ang
reaaanabiy'consistent regults.

First, a group of studies have been done using the Panel Study
of Income ﬁynamics, a unigue twenty odd year lengitudianl study of
over five thousand households, to lock at the effects of family
backg}oundfﬁh eutcomes for children. A dissertation that was done
by one of our graduate students, Naomi Goldsteln, is representative
of the findings as a whole. She looked at two outcomes: school
completion or lack thersef and early childbearing, and a number of
indepen&aét variables including messures of parental education,
family s{xuctura, and family Ainconme. For predicting school

;

aamplatioﬁ, she found that by far the most important background

variable was parental education. If you could change only one

thing in children's lives, this would be it. We don't know gquite
how it waﬁks, but there are l1ots of plausible patterns: More talk,
nora readénq, more motivation., 5She also found that family income
mattars, }ac: both education and income are important. Again,
there areémany plausible stories. Income ¢an buy bookg and toys,
goed care, better schoul environments, fewer distractions in the
household., When she looked at early childbearing, neither income

nor education seemed to be so important. Instead family structurse

i
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variables seemed to be more important. All of this makes sense,

and serveé te vremind us that we are looking at extremely
complicate; processes.

Sacon&, there have been a couple of studies that look at the
affects af;income from different sources. The effefts of income on
children'sgoutanmes, in the studies I just discussed, are smaller
than many §eople expected. Partly that is becauss other variables
that are correlated with income, particularly education, appear to
be more impertant than income per 3Se. 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.
For example, family income may go up if the second parent in a two
parent family goes to work. His or (usuaily} her work increases
tamily income, but it also means that he or she hag less time to
spend with the c¢hildren. The sinpls lack «©f adult time or
ﬁﬁpervisio?, poor day care, and/or the stresses associated with
work, maylaffeat the children adversely. Ancother example conmes
from welfare., Welfare is money, 3ust like other income. But it is
alsc money that is asscociated with and perhaps even encourages
parents who d¢ not work and isclation from the economic and social
mainstream. Income from welfare may not have the same poesitive
affects on c¢hildren as income from other sources,

Hill and Duncan, among others, have studied the effects of

income sonfces on childrents education and work experience. They

found thatihaadfs earnings had a positive relationship to cutcomes,
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but tha{ spouse’s earnings and welfare had the ambiguous effects
svgqesté& by the abeove logic. A study that Ginger Knox and I are
currently d&inq on the effects of income and income sources on
children who spent any part of their childhood in single parent
families makes the same points even more dramatically. We used the
PSID to look at the relationships beitween income from different
sources during ten years of childhood on educational attainment at
age 21. |We first looked at the effect of average family income on
;hildren}s educational attainment, and found that it was marginally
positive} We then broke income inte two parts, income during two
parant yéars and income during one parent yvears. Though incone
during t;c parent years had the expected positive effect, higher
income during one parent years did not ssem to increase children's
educatic;al attainment overall. We than looked at the sffects of
differené income sources, with the ﬁnrériainq rasult that child
support income appeared to have strongly positive offects, while
income from welfare and mother's earnings had ambiguocus effects.
These findings thus suppert an interpretation that says income is
not simply income, bubr that it is not just a proxy for other
characteristics either: it matters whers income comes from.

Thi§ finding was reinforced by another study that sheds some
additicnél light on the issues before us. Nazli Baydar and . Jeanne
Brooks~Gunn used the national longitudinal surveys to look at the
anteaedaﬁts of children's scores on a cognitive test and an index
ef behavicr problems. The study cantrolled for the child's prior

test score, and thus previded a strong test of the effects of the
;
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variables of interest, Twe findings are of great importance. One

i

is that scores on something called the HOME inventory were strongly

predictive of cognitive skills and of behavior problems. The HOME

|
inventory is turning out t6 be measuring a powerful set of

intervengnq variables between family background and c¢hildren's
devezapm;nt. It includes 2 number of dimensions, including
parentaliwarmth, the cognitive environment and so on. In other
stuﬁies,git appears to "explain® a good deal of the apparent affect
of par&néal education and family SES &n children's development,
Even conérallinq tor this powerful variable, however, Baydar and
sz:wxs~st§nn found that receiving child suppoert had s positive
effect aﬂ children's development. Again: income counts, largely
because éz can be translated inte features of the home and family
anviréamént that affect children positively: whether the effects

|
turn out|to be positive depends to at least some extent on where

the money comes from.
i

1f éhesa findings hold up in future research, and I suspect

i
they may,; they have very important implications for how we think

about seéurity for America‘'s children. They are relevant to,
I
though not dJdeterminative of, the debate over income versus

serviaas{ Soma people might interpret the data on the relatively
weak e:féeta ef income on children's development as supporting the
brief fo% aervices: other aspects of the family environment
besides incc&a are important so we should try teo directly improve
those aspects, through parent training, pre-school education and so

on, r&thér than spending the eguivalent amount of money on family

:
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income support. We have to remember, though, that in mest of the
good stadi%s an income effect remains even after contrslling most
of the thibgs that might be affacted by services. Moreover, the
affectivan%ss of services is far from proven. Thus I think we can
feel safe in fellowing our intuitions that say childrents lives are
likely to be improved if children's families have more money,

But t@e research is also beginning to suggest that it matters
where the §Gnay comes from, and that some policies for inereassing
income are%better than others. Welfare is clearly not the best way
e i&prové the lives of children. Welfare brings with it many
negative %eatures, that seem likely to harm children if welfare
becomes a long term way of life. At the same time, increased work
by the sacénd parent in two-parent families or by the single parent
in ona-par%nt families is not an unambigous good., 7The inevitable
accompanying losses in time and the potential losses in supervision
and in qu&&ity of care take at lesst some teoll, for at least sone
children. ;Th& only incowe source that seens Lo be unambiguously
pesitive fér children in one-parent families is child support. It
is not ﬁtiématizing or isolating like welfare: it is not draining
of parenta} time and energy llke full time work. A combination of
work and c%ild support ssems to be better for ¢hildren than either

relying on maternal earnings or welfare alone, or a combination or

waltare ank work and welfare.

E
T™is research reinforces for me a position that I and others

i
have been developing over the years on the best routes te income

|
security for that very large proportion of children who will spend

w 10 -




s M b

-

paxrt of their childhood in single parent homes, Child support is
the key, and guaranteed child support, not welfare, cught 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 from cthers at this conference on
child support enforcement and insurance. We have to provide
economie security for children in single parent homes: much as we
might like to make them go away, the trend is inexorable, and far
to many c;ildran are involved to be lgnored. Welfare igs not the
answer--t;auqh punitive cuts in welfare are, of course, not the
answer ei;hér. Recipients don't want to receive walfare, and
taxpayersédon’t want tc pay for it. But work alone is not the
answer either. Only a few single parents can do the work of two:
and remem%er that means being able to earn incoms egual to that of
one and a half workers, which is the norm in two-parent families,
as well as provide for c¢hild care. Single parents shouldn't have
to do the work of two; in wvirtually all cases, children have &
second living parent.

Absent parents need to pay their fair share. We've made some
progress on that front but we need to do much more, in terms of
paternity establishment, award guidelines, simplified procedures
for obtaiping awards, and automatic wage witholding. But in
addition io‘ enforcing child support, the qa&ernmﬁnx ought to
quaranteefchild support. Single parents need to be able to count
on minimu@ child support, the regular receipt of enough ohild

support to?make it possible for them to support their families with
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a reasonable amount of work. I believe the government ought %o
guarantee a minimum amount of child support to every single parent.
With appéopriatg child support enforcement, such a program if
designed %ﬁyropriataly'¢euld'bena£it everyboedy: it ¢suld reinforce
family responsibility, get families off welfare and msake thenm

better off, It would be a genuine social insurance program, in the

tradition' of ¢this country's finest efforts to ensure economic
security for its citizens., We can talk about the details of how
such” & prégram might work during the question period if you like,
and I'm sure you will hear more about it in the rest of this
cenference,

Let ?a close by applauding the National Academy of Social
Insurance for turning its attention te children. You could have
aubstantiél impact on the prospects for children in the vears to

come. There is nothing more important.
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