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CHILD CARE AND WELFARE REFORM

In considering child care in the context of an overall welfare reform strategy, many issues
miust be addressed. We have compiled potential strategies to achieve the following broad

- pbjectives:

» Simplify Administration
» Assure Quality Cm:

» Assure Adeguate Supply
> Assure Parental Choice

Within each category, we have identified strategies and provided a brief description of the
actions required to implement them and the positive and negative implications of those
actions. In addition, we have attached a summary document, listing only the options to be
considered in each category.

Due to the complexity and multiplicity of issues surrounding subsidized child care, neither

the description of each option nor the list of oplions is exhaustive, Rather, we have included
a variety of options {o assist decisionmakers i understanding the range of choices that exist.
In some sections recommendations have been made. '

Before making decisions regarding ¢hild care services uader welfare reform, we recommend
further discussion and analysis, informed by macro budgetary, policy and program decisions
regarding the broader welfare-to-work program.

We have also attached background papers on two subjects as examples of such additional
analysis: :

» Welfare Reform and Child Care Quality

» Summary and Expanded Versions of a paper on Training Welfare Recipients to
be Child Care Workers



IMPLIFY A TRATI

FEWER PROGRAMS

A common complaint of program administrators is the profusion of new Federal child care
programs, each with its own set of rules, requiremnts, reports, and administrative processes.
At a ime when we hope to change the culture and emphasis of case workers and other line
staff, it is not unreasonable to consider substantive action to simplify program administration.

I Legislative Actions':

A, Eliminate IV-A child care programs (including the disregard) mabwaining the
requirement thar States pay for child care. Increase federal JOBS match and prohibit
use of Child Care and Development Block Grant (CCDBG) funds for AFDC
population. This would shift the burden of paying for AFDC child care entirely to the
States, bur would provide more Federal dollars 1o other JOBS services.

PROS:

* Maximum simplicity - all child care for AFDC population funded by
States.

. "Seamless” services - all differences between child care programs
eliminated.

. Reduced Federal responsibility for child care.
* Ensures that CCDBG funds are not used to draw down cheral match
for AFDC c¢hild care benefits.

CONS:
» Uneven service (States that now spend little would continue 1o do s6.}

1 NOTE ON CHILD CARE DISREGARD: Options B&C assume cantinuing the disregard in
its corrent form.  Option A wauld eliminate it. The disregard gives the State the flexibility of an
additional method of paying for care. Advocates have complained, bowever, that it is insufficient as
the sole mechanism for a State praviding child care to low-income families. Among other rgasons, it
is often substantially less than the payment rate for child care. Some States currently use the
statutorily prescribed AFDC earned income disregard as a method of "paying” for child care for
working AFDC families. Essentially, this mechanism allows States to disregard up to $200/8175 2
month from a family’s earning (depending on the age of the child), Howsver, when a family’s ¢hild
cares costs exceexd this amount, the State has the option, but is pol required to supplement the amount
of the disregard up to the actual st of the care (or local market rate or statewide limit, which aver is
fowest). Siates may use the disregard as the only method of paying for care for working AFDC
families.
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Not politically viable, (e.g., doesn’t "build on existing programs”,
eliminates entitlement programs, eliminates dual jurisdiction over child
care in Congress, too radical.)

Reduces current Federal influence on the quality and supply of ¢hild
care.

B, Eliminate TCC and Ar-Risk as separate programs. Skift funding 1o the CCDBG.
Require State motch for X percent of CCDRG funding.

PROS:

»

% % 0 -

Maintains dual committee jurisdiction over child care in Congress.
Substantially simplifies current funding structure.

Eliminates most “¢liffs” and "seams”.

Eliminates inequities in child care subsidy among working poor,
Mainiains State financial commmitment for TCC and At-Risk popula-
lions.

CONS:

Politically difficult {e.g., eliminates two IV-A programs, shifts
resources from entitlement programs to discretionary grant program,
redistributes Congressional Committee jurisdiction for child care
policy.)

Disincentive for some families o leave the welfare rolls if there i3 not
child care subsidy oulside AFDC, :

C.  Eliminate At-Risk Child Care as separate program. Shift Federal funding into

CCDBG.

PROS:

Simpler than current system (fewer rules, more consistent maiching
raies, less confusion).

Eliminates clear duplication with the CCDBG.

Ensures that additional dollars will be targeted to child care rather than
relying on States to draw down the match.

Eliminates State requirement for matching funds to serve At-Risk
population,

CONS:

Politically difficult {e.g., eliminates IV-A program, shifts resources
from entilement program to discretionary grant program, redistributes’
Congressional Committee jurisdiction for child care policy).

DRAFT
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. Hard to sell as the only pmgmm being targeted.
. Might mean more families file for AFDC depending on state action.

D.  Bring all possible statwory language for Federal child care programs into
conformance. Provisions such as payment rate requirements, licensing and regulatory
requirements, the supplamaiion provisions, adminisiration, eligibility limits (as
Jeasible) could be re-written to eliminate often irrelevant, bur problematic differences.

PROE:
. Sends the signal that we intend to make administration simpler,
L Would be a low cost option.

. Would ease States/Grantee administrative burden.

CONS:
» Would not substantially resolve administrative difficulties,
. Might be a great deal of work for little payoff.

Recommendation:

OPTION C: Eliminate Ar-Risk Child Care Program as separate program, and prehibit the
use of CCDR( funds for AFDC families. Increase funding under the CCDBG 1o pick up
individuals previously covered through the At-Risk Child Care program {Federad funds
increase ot feast enough to pick up loss of State mastch for these gm;gps). Preclude
eligibility under the CCDBG for AFDC families to prevent States from using CCDBG for
AFDBC families.

MORE FLEXIBILITY

| Legislative Actions:

A, Create new walver authority which will allow States to waive statwiory and regulatory

requirements. The waiver could mirror the design of the 1813¢c) and 1915{d} waivers .

in Medicaiid which gives the Secretary authority to waive legislarivefy specified and
“other” requirements, States could apply for an initicl three year waiver, and then
consecutive five year waivers. The waivers would contain a ¢os¢ newrality
requirement.

PROS;
. Allows States to remove regulatory barriers to seamless service without
eliminating overall program structure,
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CONS:
. Could result in 2 fragmented approach.

B. Allow Statesflocalities 10 use in-kind contribution of services provided by professional
educators as match for existing child care prograons.

PRGS:
. Allows States an additional method of funding child care,
. Ensures that the services have a quality/enhanced aspect.

CONS:
» Lessens States’ direct, monetary investment in child care,

.  Regulatory Actions:

A, Allow States to setichange paymenis for care without regard to local market surveys
or other “sysiems.”

PROS:

o Gives States greater flexibility to design their programs in a way that
maximizes efficiency and limited resources.

. Eliminates "barrier" of inconsistency in determining payment rates for

care {i.c., only IV-A payments must be based on a survey sample,
CCDBG and Title XX do not).

CONS:

. States may elect to pay at a low level to ensure access to care for large
numbers of families, rather than paying at a level which engures high
quality care {even if only for fewer families).

B. Eliminate prohibition limiting quality activities 10 25% of BG funds. (The Swuaute
requires a set aside of 25% of funds for quality improvemers and supply building

activities),

PROS:

* Gives States greater flexibility o design their programs in a way that
maximizes efficiency and limited resources.

CONS: _

. States may shift significant amount of resources away from provision of
services.
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. May run counter to legislative intent.

C. Allow States to make a one-time payment 10 reimburse @ working family’s child care
expenses in the month of AFDC application to forestall AFDC dependence.  Prioritize
these families for continued child care subsidy.

PROS:

. Prevents/forestalls welfare depeadence.

. Makes work pay (esp. if offered along with Food Stamps, National
Health Care).

CONS:
» Creates another competing priority for limited funds.

D.  Allow States to administer gil Title 1V-A child care programs outside the “single State
agency” as is now the case with the CCDBG.

PROX:
. Weould allow an agency outside the traditional AFDC agency to
administer all child care programs.

. Would promote program consistency and "seamless” child care
services,

CONS:

. Could result in a lack of coordination with the welfare-to-work
progams.

. Could be harder for Faderal staff to administer and would mean

additional agencies some with no IV-A history w0 draw down funds,

PROS:
All of the above would give States greater flexibility to design their programs in a
way that maximizes efficiency. The waiver authority could allow States to
remiove regulatory barriers to seamless service, without eliminating overall
program structure,

Recommendation: Any of the above,

FEWER RULES

L Legislative Actions:
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None
Regulatory Actions:

Eliminare the regulatory language specifying State plan submission cycles. Allow
plans to continue in effect untii changed by the Ste.

Eliminate the regulation which defines the formulation of the sliding fee scale. Allow
Stare to determine factors.

Eliminare regularory requiremen: dictating whe must be charged family fees fi.e.,
waiving fees for jamilies at or below poverty). Allow State to create any such
requirement,

Modify regulations 1o allow States to increase paymenss for "enhanced quality child
care, " within categories as defined by the Srate.

Eliminate IV-A ligutation on providing care during “gaps” in employment. Aliow
Stees to fully determine the “amount” and length of care during periods of
unemploymernt.

Replace current supplantation calculations with a certification thar the State/Granteg
is not supplanting program funds.

PROS: {for all of the above):

. Staff time devoted ta these activities could be betier spent by actually

monitoring compliance, Shifts emphasis from process to substance. 60{)‘)
{Compliance would continue fo be measured directly against the Act) ——
. Eliminates cumbersome and time consuming processes. Evens out a
Federal/State cyelical workload.
. Eliminate processes that result in the State saying the "magic words®

rather than focusing on the program ovicomes.

CONS:

i,

. Regulatory changes are generslly "marginal” and don’t....

Other Actions:

Recommendation: Adops all

COORDINATION

DRAFT Welfare Reform/Child Care Options p. 7
10/17/93 SIMPLIFY ADMINISTRATION



v

=

1. Legislative Actions:

A, Require that a centain percertage of CCDBG funds in combination with appropriaie
Department of Education funds be used each year to establish school-based 1 ’?
before/after school programs in areas with high poverty concentrations, until a fixed
percent is so used yearly,

PROS:

o Encourages high quality programs in areas which may be underserved
now,

CONS:

. Reduces State flexibility to direct services.

B. Pass technical amendment to reduce and revise reporting requirements associated with
the multiple child care programs. In a number of cases ACF is unable 1o streamiine
reporting because of specific requirements in the law. An amendment would give ACF
the aquthorily to revise ard coordinate reporting, as well as eliminate unnecessary
data.

PROS:
. Simplifies program administration in the States.

I Regulatory Actions:

A, Etiminate cost allocation requirement when Head Start services are used by another
Jederally subsidized child care program. Allow HS to charge paymerni for services
offered 1o subsidized families which will then be paid for by the State according to its
existing payment schedule.

PROS:

. Eliminates extremely confusing requirements.

» Simplifies accounting for two programs.

» Encourages coordination between Head Start and child care programs.
» Increase access to Head Start services.

CONS:

. May result in Head Start subsidizing other child care programs if Head
Start does not set appropriate charge.

» Raises question - can/should Head Start centers be profit-making.

1.  Other Actions:
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ﬁi tarpet rates of use of Chapter 1 &/or Head Start funds/siots by for
AFDC PTipienss/supported work families. '

PROS:
. Ensures quality/enhanced care is available for at least some families
{i.e., the target %).

CONS:
* May be seen as subverting the original intent of Chapter 1 or Head
Start.

Recommendation: Adopt all.
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RESOURCE AND REFERRAL SYSTEMS
L Legislative Actions:

A, brorporae the Dependern Care Block Grant into the Child Care and Development
Block Grami, retaining the requirement for CCRR.

PROS: :
. Would reduce and simplify funding streams for CCRR,
CONS:
s Would not increase available dollars for CCRR.
B. Increase guality portion of the CCDBG and earmark funds for CCRR. Na
PROS: '
, Would ensure that all States develop or improve CCRR infrastructures;

this would have positive spin-off effects in many areas.

Would help build local supply and target supply to demand.
Would promote coordination and collaboration among community
programs and factlitate delivery of services in a seamless manner.

. Would enable States to create statewide networks of community-based
CCRRs which could efficiently deliver provider training, consumer
information, and linkages among the various early care and education
programs,

* Statewide CCRR networks can be used for some administrative
functions of Federal programs (e.g. coordinated intake or one-stop-
shopping, provider payment, data collection & reporting for statewide
management information systems, management of certificate systems,
eI, )

CONS: _
. Some States, such as California and New York which already have
fairly sophisticated CCRR networks, might not need the total amouat
earmarked for CCRR. These States could lose the flexibility to pursue
other quality improvements,

C. Legislare incentives for communities and businesses to become invelved in CCRR (7 P
through targeted enterprize zones, corporate tax breaks and charitable tax provisions.
DRAFT Welfare Reform/Child Care Options oop 1
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PROS:
. Would strengthen community involvement in child care and increase
the capacity of CCRR's to provide quality improvement services.

CONS:
. Might overly complicate the 1ax code relative to benefits gained.

H. Regulatory Actions:

A.  Strengthen CCDBG Regulations Preamble and require that some portion of quality
portion be used for CURR undess systemns are dlready developed and operational.

PROS
. Could be accomplished within existing statute,
. Would likely be received well by the child care community.

CONS

» Would not increase total investment in quality, Might increase the
development of CCRR at the expanse of other quality initiatives,

. Would reduce State flexibility,

HOI. Other Actions:

A.  Increase discretionary spending for CCRR so help States ard local communities
develop & disseminate innovative models, forge public/private parmerships, establish ’7
community programs, increase specialized :ramwg and technical assistance to the
field, and evaluate effectiveness.

PROS:

’ Would improve state of the art and highlight 2 commitment to
community systems.

. Would provide practical assistance to States, communities, and
developers.

. Would provide an efficient means of targeting resources for increasing
the supply of care for infants and toddlers, improving family day care,
establishing revolving loan funds for the development of child care
facilities, and ensuring the availability of care in neighborhoods where
a disproportionate number of poor families live. ’

CONS:
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. Would cost more money.

B.  Assist R&R providers to develop Family Day Care Networks by providing specialized
training, marketing assistance, and access to specialized materials.

PROS:
. Family day care is a crucial but under-developed sector of the child »
care market. Specialized assistance to CCRR's would greatly
strengthen and expand the ability of family day care providers to meet bz 6(0‘ P
increasing needs for infant care, care in rural areas, and before- or
after-school care. 7 east
- ]
CONS: -
. Would cost more money.
EDUCATING PARENTS AND ENCOURAGING PARENTAL INVOLVEMENT
L Legislative or Other Actions
A. Create a pot of IV-A funds or use discretionary funds to provide money to RER's for
the development of parent education materiais.
PROS:
. Educates parents about the benefits of quality care and how to search /7
for it. Sm—
Assures informed parental choice,
. Inexpensive.
CONS:
' Might shift money away from direct service.
.  Other Actions: _
A Encourage States to use JOBS funding for parent education X sv-“’ )
. g g Jorp : ! L Qﬂ‘-’; _ais ?
ot
PROS: ‘ o e
. Educates parenis about the benefits of quality care and how to search
for it.
Assures informed parental choice,
Inexpensive.
DRAFT Welfare Reform/Child Care Options p. 3
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CONS,
. Would shift money away from other JOBS activitics,

Prepare materials, including videos, 1o educate parents and case managers abour  \JO&S
child care and the need 1o find good child care. Encourage States 10 use and Lur KDL
disseminate materials.

PROS:
. Low cost,
. HHS can take a leadership role.

CONS:
» Would shift money away from child care services.

- Provide technical assistance to Statestfaciliiate information sharing on the

development of parent education marterials,

PROS: 3
. Low/no cost. 3

. Builds on existing efforts,
. HHS can take a leadership role.

CONS:
s None,

HEAD START FUNDING AND COLLABORATION

i“

A.

Other Actions

Continue to advocate for Head Start funding to provide care for more eligible children
and to increase full-day Head Start.

PROS:
o Increases supply of a comprehensive, guality program.

CONS:
. None.,

Consider 1argering some Head Start expansion money to add comprehensive services
and training to child care programs, including both centers and family day care
providers, which agree to meet the Head Start performance standards.
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PROS:

g Increases the quality of centers andfor family day care programs.
. By investing in family day care providers, we better meet the needs of
“ those infants and toddlers and parents who have non-iraditional work
schedules,
CONS;
. May encounter resistance from Head Start community.
. May reduce funds available for other Head Start services,

C, Encourage joint funding efforts berween Head Start and child care at the local level,

PROS:
* Fosters community collaboration rather than competition and
duplication of ¢effort,

CONS:
. May cause administrative problems tracking child care money 1o target
population.

D.  Encourage/Reguire joint planning efforts by child care and Head Siart programs at
the local level.

PROS:

* Fosters community coilaboration.
. Prevents duplication of effort.

. Encourages sharing of resources.

CONS:
. May require additional administrative costs.

E. Encourage colloborarion between child care and Head Start program qffices at the
Regional Office level.

PROS:;

. Sends message o State and ocal programs that we are serious about
collaboration.

. Improves quality and seamlessness of services,

CONS:
i None,

DRAFT Welfare Reform/Child Care Options p. 3
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F. Provide joint Federal guidance for both Head Start and child care programs on how
to coliaborate within the existing statutes and regulations,

PROS:

v Sends message to State and local programs that we want to help them
make collaboration work.

» Improves quality and seamlessness of services.

CONS:
* None.

TRAINING
L Legislative Actions

A. In the reawthorization of Head Start require/aliow each gramee to set aside up to X%
of their annual grant for inicnsive staff development and support,

PROS:

. Early childhood development staff would be better trained for high
quality educational services.

. The suppori provided through continuous and intensive training may
increase retention rates for teachers and aides

CONS:

. Head Start already has an extensive T&TA system. Would reduce
flexibility for many grantees whose staff are alrcady well trained.

* Would divert funds from direct services to children.

B. Require or allow up to X% of the State’s total CCDBG allocation be used specifically
Jor provider training and incentives. '

PROS:

. Would provide necessary continuing tratning and support to child care
saff. - '

. The provision of training and incentives would decrease likelihood of

high staff tum-over.
A Swatewide training systems could be accessed by all child care

providers, hoked to Head Start T&TA, and operated more effectively ‘

than stand-alone Jocal training.
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. Could provide more specialized training for infant and toddler care,

CONS:
* . Fewer resources would be available under the quality set-aside for other
improvement efforts.
. The CCDBCG is already a relatively small amount for each State and i
has been carved up info fairly small pieces. Further mandates may not
improve allocation effectiveness,

C.  Establish a pot of money in IV-A for training.

PROS:

. Assures funds will be spent on training.

. Shows Federal commitment to training.

. Targets training money to providers serving AFDC families.
CONS:

* Limits States’ choices on how to spend quality funds,

. Reduces funding for direct services.,

. Imposes an additional Federal requirement on the States.

D. During reawthorizarion of all child care programs and Head Start, create language ‘ ')
requiring State and lpcal coordination of provider training to develop sophisticated, b’L’\ ‘
statewide praining systems.

PROS:

. Would ensure systemic changes needed for more integrated delivery
systens,

. Would benefit all programs,

. Would improve efficiency, effectiveness, accountability and quality of
training; fill gaps in the training delivery systems; and reduce
duplication and costs.

CONS:

* Would require extensive coordination within ACF and between ACF

and Congress.

E. Target a portion of the Pell grant program so that Pell grants are more broadly
accessible 1o individuals who wish to pursue early childhood degrees (associate or 7
bachelor degrees) on g pari-time basis.

PROS:
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CONS:;

*

More single low-income mothers who would like to attend schoo! part
time could be trained in early childhood education.

Academic degrees will improve the job outlook of participants.
Training individuals for jobs with fringe benefits, career opportunities,
and higher wages can provide a better chance of breaking out of
poverty than training for minimum wage jobs in child care.

May ease child care needs for low income mothers participating in
education activities,

Will increase access to child care training/education and may therefore
increase the supply and guality of child care providers.

May result in less Pell Grant money available for other approved
education.

F, Revise the Perkins loun program to Inchade child care as an occupation for which a
partion of the loan can be forgiven’.

PRGS:

It has a provision for extending the repayment period for graduates
whose incomes remain below a certain level,

More single low-income mothers who would like {o attend schoo! part
time could be trained in early childhood aducation,

Academic degrees will improve the job outlook of participants,
Training individuals for jobs with fringe benefits, carcer opportunities,
and higher wages can provide a better chance of breaking out of
poverty than training for minimum wage jobs in child care.

Will increase access to child care training/education and may therefore
increase the supply and quality of child care providers.

CONS:

May result in less Perkins loan money available for other approved
6ceupations.

G.  Provide a one-time grant for planning and coordination of training.

I. The Perkins program currently has the Jowest interest rate of all federal loan programs; it
has 2 Joan forgiveness provision, which provides partial forgiveness of both principal and interest for
each year in which g graduate is an ¢lementary, secondary, or Head Start teacher,

DRAFT
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PROS:
. Encourages States to focus their energies on training.

Sends message that the Administration thinks {raining is important,
. Limited cost.

CONS:
. Without follow-up funding for the provision of training, the planning
money might be wasted.

A May reduce funding for direct services.
H.  Expand the Child Development Associate Scholarship program and further broaden
the income eligibility guidelines for individuals seeking assistance from the fund.
PROS:
¢ More qualified staff would be available for Head Swart positions and
other early childhood programs.
CONS:
i Broadening the eligibility guidelines may divert money from individuals
most in need of jobs and job training.
* Where is the money going to come from? (possibly business and
community support?)
I Award direct training funds o Siates, Resource and Referral Agencies, colleges and
universities, or cther organizations that provide training.
PROS:
. Builds on existing providers of fraimning,
i Inexpensive.
CONS:
» Reduces funding for direct services.
H.,  (hher Actions
A, As much as possible, we should encourage that Head Start grantee training aciivities
be open 1o child care stoff in communities.
PROS: '
» Builds upon an existing system for providing training.
. Would be less expensive than directly providing training even if Head
Stast grantees charged a fee for the slots,
DRAFT Welfare Reform/Child Care Options p. 9
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CONS:
* May encounter resistance from the Head Start community.,

CHAPTER I FUNDING AND PARTNERSHIPS
| Legislative Action

A.  Support the Depariment of Education’s Reauthorization proposal for the Chapter 1
program which would encourage States to spend more of their Chaprer 1 funding on
programs that extend learning time, such as before and after school and summer
programs. The proposal would also change current rqrgeting provisions so that more
Junds would be concentrated on the higher poverty schools which would result in more
AFDC children being served.

PROS:
. Could provide quality “child care” for school-aged children.
. Funding would come from Chapter 1.

CONS:
. None.

PRIVATE SECTOR mVOLi’EMKN?

A. Provide tax incentives for child care providers to receive additional training to
improve qualiry of care.

. Increase in ongoing professional development, May improve retention,
W be_costly.
* Would need to be coordinated with a variety of early care and

gducation programs,

CONS;
. None.

B. Provide tax breaks to husinesses that contribute 1o community child care programs.

PROS:
* Muore investment by the corporate sector will tend to improve quality
and increase supply of care,

DRAFT Welfare Reform/Child Care Options p. 10
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CONS

Would compete with other charitable giving for high priority causes
such ag AIDS, housing, elder care.

. Encourage the business compunity to support the child care infrastrucrure in their
locality by providing technical assistance in running a small business, supporting J
training and consumer education, supporting CCRR. 2@

PROS:

Would enable the business community 1o serve an important function
without having to provide child care services.

Would help establish child care as a priority for the community and
provide good public relations for investing in the community ¢hild care
systent.

Would benefit all families with children needing care ang all providers.
Would improve the quality of child care at the local level,

May facilitate increased supply of quality care.

CONS:

»

None

D, Provide tax incentives 1o family day care providers, so that earned income is
reported,  This effort showld be coupled with an effort to simplify the reporting system
Jor family day care providers.

PROS:

CONS:

Would encourage family day care providers 1o become part of the
regulated system of child care, which would improve quality.

Might increase tax base or at least not deplete it, depending on the cost
and success of incentives,

Family day care providers may not wish to report their income even
with & tax incentive to do 50, due to paperwork requirements and lack
of knowledge.

ACCREDITATION AND VARIABLE REIMBURSEMENT

L Regulatory or Other Actions
DRAFT Welfare Reform/Child Care Options p. 1
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A, Allow/encourage States to reward providers for voluntary accreditation by giving them
Sflexibility to set higher reimbursement rates under both IV-A Child Care and CCDBG
(this action is already planned by ACF).

PROS:
. Increases quality of care.
0 Provides incentives rather than mandates for increasing quality.

CONS:
. Given a limited pot of money, higher reimbursement rates may lead to
fewer children being served.

. Other Actions

A. Support efforts for voluntary accreditation programs like that of NAEYC and the
Children’s Foundation.

PROS:

. If we provide some funding to the accreditation agencies, will have
some cost. If we only provide encouragement, then no cost.

. Shows Administration’s interest in quality.

CONS:
. No guarantee that accreditation will happen.

MAKING FUNDING AVAILABLE FOR QUALITY IMPROVEMENTS
L. Legislative Action

A. Make 1V-A child care funding available for quality improvements, including training.

PROS:
. Increases funding for quality.

CONS:

. Decreases the number of children that can be served.
Difficulties targeting $ to quality improvement under entitlement
program?

II. Regulatory Action

DRAFT Welfare Reform/Child Care Options p. 12
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A, Eliminate the ceiling on funding quality improvements in the CCDBG,
PROS:

» Potentially increases funding for quality activities.
. Gives States flexibility.

CONS:

. Could decrease the number of children being served.,
TECHNICAL ASSISTANCE
I Legisiative Action/Other Action

(If we create a pot of money for these activities out of IV-A funds, then
legislation will be necessary. Discretionary funding, however, is another option.)

A, Provide funding to Resource and Referral agencies or other organizations such as the
Child Care Action Campaign who provide techrical assistance to Siates and/or child
care providers.

PROS:

. Builds on an existing system.

. Limited cost.

CONS: X

. Many areas are not served by such organizations.
. Might shift funds away from direct services.

B. Provide funding to the Child and Adult Care Food Program sponsors 1o provide
technical assistance to family day care providers.

PRGS:
» Provides a conduit for getting information {o family day care providers,
» Supports family day care providers, the main source of care for parents
with infants and toddlers and those who work non-traditional hours.

1 Limited cost.
CONS: ' '
. Might shift funds away from direct services.
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C.  Add funds to Head Start technical assistance providers so that they become Head Stari
and Child Care technical assistance providers.

PROS:

. Builds on an extensive system of technical assistance which already
exists,

. Limited cost.

CONS:

. Contractors may be overburdened with their current responsibilities,

. Might shift funds away from direct services.

P Establish « separate child care technical assistance network/center.

PROS:
. Would provide technical assistance geared specifically toward child
care.

CONS:
i Might duplicate other efforts.
. Might shift funds away from direct services.

. Other Actions

A, ACYF could produce technical assistance materials or disseminate already existing

materials,
PROS:
. Would put HHS in a leadership role,
’ Would buikl upon on existing matenals.
» Inexpensive.
CONS:
» Might take funds away from direct services.

B. Provide Federal assistance in the development of neighborhood-based networks of
small family child care homes i attract, train, support, and monitor those caregivers
who prefer to be part of an organized system.

PROS:
» Low cost way of increasing the supply of care for infants and toddlers.
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. Increases access of family day care providers to quality improvement
resources,

CONS:
o Regquires initial investment to create and publicize prototypes.

INCREASING APPROPRIATE IMMUNIZATION/ENCOURAGING MINIMUM
HEALTH AND SAFETY STANDARDS

L Regulatory Action

A, Consider minimal regulatory requirements--primarily requirements that all children
whose child care is Federally funded must be immunized following the CDC guide-
lines.

PROS:

. Would ensure that more children, especially very young children, are
immunized.
Would improve health conditions in group care settings.
Is low/no cost because CDC and States contribute to the costs of
vaccines for poor, under- and/or uninsured chiidren.

CONS:

. Creates Federal mandate.

. Families may have little access to immunizations, may require review
and investment to increase access.

. Given limited abilities to monitor providers, enforcement will be
difficult.

1I. Other Actions

A. HHS (PHS and ACF) should work aggressively with States to encourage them to
improve their own immunization requirements.

PROS:
. Would increase the level of immunizations, at least somewhat.

CONS:
. No guarantee that immunizations will occur through child care.

B. Promote the adoption of and adherence to health and safety standards in both child
care centers and family day care homes by making available various models including
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the very comprehensi ve standards developed by the American Public Health Associa-
tion and the American Avademy of Pediatrics.

PROS:
» Through awareness, could improve health and safety standards.

CONS:
» No guarantee that States will adopt improved standards.
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CHILD CARE RESOURCE & REFERRAL {CCRR) SYSTEMS

I Yegislative Actions:

A. Increase quality portion of the CCBBG and earmark funds for CCRR.

PROS;

CONS:

Would ensure that all Siates develop or improve CCRR infrastructures;
this would have positive spin-off effects in many areas.

Would help build local supply and target supply to demand,

Would promote coordination and collaboration among community
programs and facilitate detivery of services in 2 seamless manner,
Would enable States to create statewide networks of community-based
CCRRs which could efficiently deliver provider training, consumer
information, and linkages among the various early care and education
Programs.

Statewide CCRR networks can be used for some administrative
functions of Federal programs (e.g. coordinated intake or one-stop-
shopping, provider payment, data collection & reporting for statewide
management information systems, management of certificate systems,
etc.)

Some States, such as California and New York which already have
fairly sophisticated CCRR networks, might not need the total amount
earmarked for CCRR. These States could fose the flexibility to pursue
other quality improvements.

1L Regulatory Actions:

None

Hi. Other Actions:

A.  Increase discretionary spending for CCRR 1o help States and local communities
develop & disseminate innovative models, forge public/private partnerships, establish
community programs, increase specialized training and technical assistance 10 the
field, and evaluate effectiveness.

]
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PROS:

. Would improve state of the art and highlight a commitment to
community systems,

. Would provide practical assistance to States, communities, and
developers.,

. Would provide an efficient means of targeting resources for increasing

the supply of care for infants and toddlers, improving family day care,
establishing revolving loan funds for the development of child care
facilities, and ensuring the availability of care in neighborhoods where
a disproportionate number of poor families live.

CONS:
* Would cost more money,

B.  Assist R&R providers to develop Family Day Care Networks by providing specialized
training, marketing assistance, and access to specialized materials.

PROS:

» Family day care is a crucial but under-developed scctor of the child
vare market., Specialized assistance to CCRR’s would greatly

_ strengthen and expand the ability of famiiy day care providers (o meet

increasing needs for infant care, care in rural areas, and bcf:}m« or
after-school care,

CONS:

. Would cost more money.

IV,  Recommendations:

Implement o mulii-facered approach combining all eptions, revising the CCDBG regulations
to reflect these changes, and targeting discretionary dollars.

PFROVIDER TRAINING AND INCENTIVES

R Legislative Actions

A.  Expand the Child Development Associate Scholarship program and further broaden
the income eligibility guidelines for individuals seeking assistance from the fund.
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PROS:

CONS:

»

More qualified staff would be available for Head Start positions and
other early childhood programs.

Broadening the eligibility guidelines may divert money from individuals
most in need of jobs and job training,

Where is the money going to come from? (possibly business and
community support?)

B. During reawrhorization of all child care programs and FHead Start, create language
requiring State and local coordination of provider training 1o develop sophisticated,
Statewide rraining systems.

PROS:

]

CONS:

Would ensure systemic changes needed for more integrated delivery
systems.

Would benefit all programs,

Would improve efficiency, effectiveness, accountability and guality of
training; fill gaps in the training delivery systems; and reduce
duplication and costs,

Would require extensive coordination within ACF and between ACF
and Congress.

C. Targes a portion of the Pell gram program so that Pell grants are more broadly
accessible 1o individuals who wish to pursue early chitdhood degrees (associate or
bachelor degrees) on a part-time basis.

PROS;

»

More single low-income mothers who would like to attendd school part
time could be trained in early childhood education,

Academic degrees will improve the job outlook of participants,
Training individuals for jobs with fringe benefits, career opportunities,
andd higher wages can provide a better chance of breaking out of
poverty than training for minimum wage jobs in child care.

May ease child care needs for low income mothers participating in
education activities.

Will increase access to child care training/education and may therefore
increase the supply and quality of child care providers.
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III.

CONS:
. May result in less Pell Grant money available for other approved
education.

Revise the Perkins loan program to include child care as an occupation for which a
portion of the loan can be forgiven'.

PROS:

. It has a provision for extending the repayment period for graduates
whose incomes remain below a certain level.

. More single low-income mothers who would like to attend school part

time could be trained in early childhood education.

o Academic degrees will improve the job outlook of participants.

o Training individuals for jobs with fringe benefits, career opportunities,
and higher wages can provide a better chance of breaking out of
poverty than training for minimum wage jobs in child care.

. Will increase access to child care training/education and may therefore
increase the supply and quality of child care providers.

CONS:
. May result in less Perkins loan money available for other approved
occupations.

Other Actions

Train AFDC recipients to be family child care providers/aides during the two year ﬁ>
period of receipt of welfare’.

PROS:
. Supply of child care workers would be increased.

1. The Perkins program currently has the lowest interest rate of all federal Joan programs; it

has a loan forgiveness provision, which provides partial forgiveness of both principal and interest for
each year in which a graduate is an elementary, secondary, or Head Start teacher.

2. This training should include child development theory, early childhood education,

developmentally appropriate curriculum (for children from birth to age 13), multicultural issues, self-
esteem building, literacy and communication skills, business skills, parenting, field experiences, and -
mentoring. Trainees should also receive assistance for their child care, transportation, health care
costs, and other social services.

DRAFT Welfare Reform/Child Care Options p. 4
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. AFDC recipients would have some job training to improve the
opportunity for future employment.

. Child rearing and parenting skills of AFDC recipients would be
enhanced during the period of training as well as during the period of
employment.

. AFDC recipients could have their own children with them reducing
their own need for child care.

» Care would be available in the neighborhoods where children live, thus
eliminating many of the transportation problems and possibly
accommodating the non-traditional work hours.

. With short term investment in training many new slots would become
available and providers would also benefit by training which would
enhance their own parenting skills.

CONS:
. Licensing and certification requirements differ from State to State,
There gre difficulties in monitoring enregulated family day care, which
is the type of care many Tow-income families select. This 15 2 concem
since family day care providers may not be adequately screened,

i There is no guaranieed income, Parents are generally free to change
child care arrangements, leaving individual providers without a source
of income. This has been a problem in retaining providers. Some
;rrmia:i&rs curmziy reject families with subsidized care because of
delays in receiving payment.

. Short term training may not adequately prepare providers ta écai with
child development and health and safety issues. There are also business
skills which must be taught if provider is to succeed.

. Many AFDC recipients are living in sub-standard housing and would
need to be relocated to better living quarters or need loans to improve
their living quarters before they could begin providing care.

. Low wages in the child care "industry” do not assure providers will
garn enough to leave AFDC, nor is there a consistent prospect of a
"carcer ladder” out of poverty, )

. Some studies suggest that low-income parents prefer informal child care
arrangements, but it isn’t clear if this is based on real preference or on
convenience or lack of education about quality care. Informal care can
not be used in some funding streams, thus creating barriers to paying
some providers.

» Child care providers without a training certificate or degree arc likely
to be low wage earners in positions with limited or no benefits, '
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B.

Bucause child care is a strongly traditional woman's occupation, AFDC
muthers ruight be pressured into or choose this type of work even if not
interested or unsuitable,

Implement a strazegy 16 irain AFDC recipients in a CDA program or an early
childhood education program with incentives for participation inchading child care
and leading 1o an associgies or @ bachelors degree,

PROS:

Participanis in this kind of a training program would have increased
employment potential.
CDA training and credential is available for family child care, infant

~care and center care providers. This strategy may increase the supply

CONS:

*

TAX STRATEGIES

I

A

of those providers.

Programs of this type (e.g. the Early Childhood Training and Violence
Counseling Program administered by the US Department of Education)
are expensive.

Legislative Actions

Promotefrequire Dependent Care Assistance Programs {DCAPs), particularly for
businesses in communities where AFDC recipiests live. DCAPs allow busingsses to
deduct expenses for providing child care or covering child care expenses for
employees when such child care benefits the business through reducing absentecism

and turnover,

PROS:

*
*

Increased supply of on-site and near-site child care.

Would help to anchor child care as a legitimate work-family issue for
employers.,

As part of a cafeteria plan, child care benefits would increase parent’s
ability to cover multiple needs.

Would help increase and stabilize the supply of child care in communi-
ty facilities.

CONS:
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. Many businesses that employ low-wage workers are too small to
provide comprehensive benefits packages to employees.,

B.  Allow the Dependert Care Tax Credit to be applied 10 each pay period or on a
monthly basis, rather than credited ro a family’s taxes at the end of the year.

PROS:
. Would allow more low income parents to take advantage of the fax
credit.

More low-income families could afford higher quality care.
Incomes would rise as a result of lower Federal taxes,

CONS:

» Administraive burden could be high and estimates of child care costs
might be inaccurate.

C. Promote monthly payments of the Earned Income Tax Credit (EITC), so that low-
income families receive small payments throughout the year rather than at year’s end.

PROS:
. Avatlable income would rise.

CONS:

. Though currently allowable, very few individuals take advantage of the
monthly payment option. Employees must request a special form from
their employer and may not know of this option,

D.  Provide tax incentives to businesses that provide or facilitate the provision of child
care on-0r near the worksie to make aevailable slots for low-income children.

PROS:

’ increased access o child care for AFDC recipients,

» Employment would be facilitated,

» Parents could more closely supervise their children, thus increasing
morale and productivity. )

CONS:
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. Most businesses are too small to offer child care except as a member of
consortium.

E. Provide tax breaks to businesses that contribute to community child care programs.

PROS:
. More investment by the corporate sector will tend to improve quality
and increase supply of care.

CONS:
. Would compete with other charitable giving for high priority causes
such as AIDS, housing, elder care.

F. Impose taxes on developers designated for child care funding and/or require space
set-asides in new or renovated buildings.

PROS;:
. Increased supply.
L] Better facilities.

CONS: ,
. Not politically feasible, given recent passage of Family Leave Act and
upcoming Health Care reform. ‘

G. Coordinate with IRS to ensure that members of an employer-supported child care
consortium could share proportionately in tax breaks.

PROS:
. Would highlight importance of consortia and facilitate their develop-
ment.

CONS:
. None

I1. Regulatory Actions:
None .

I11. Other Actions:
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A.  Encourage corporations a smaller companies to make invesimenis in x

the community by establish ild care centers available to community residenss.

PROS;
. Increased supply.

CONS:
. Start-up costs.

B.  Encourage the business community to support the child care infrastruciure in their
focality By providing rechnical assistance in running a small business, supporting
training and consumer education, supporting CCORR.

PROS:

. Would enable the business community 1o serve an tmporzant function
without having to provide child care services.

* Would help establish child care as a priority for the community and
provide good public relations for investing in the commuonity child care
system,

. Would benefit all families with children needing care and all providers,
* Would improve the quality of child care at the local level,
. May facilitate increase supply of quality care,

) ﬂ ‘g*u 'L‘f{ ??
CONS:
. Y None P 'Tf*“”b’ i’b‘?’ (,(193

C. Establish a low-interes(revolving loan ﬁa@under the comerol of Svates or local 9@%
governments for the devé Chtiid care factitdes,

PROS:
* Would encourage development of child care supply by the private
sector with little risk o the Federal, State or local government.
. Would allow lower-income individuals or groups to enter the market as

roviders.
. muld be targeted on increasing supply for specific populations
{e.g. sick children, children with disabilities, etc.), age groups,
geographic locales or particular conditions.

CONS:

. A substantial amount of money would be needed to establish and
maintain the fund. These funds would not be available for direct '
subsidics.
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TARGET FEDERAL DOLLARS

A,

Legislative Activities:

Allow or encourage States ro target Federal child care dollars to increase the supply
of care for infants and toddlers, sick children, mainstream opportunities for children
with disabilities, care during non-standard hours, before- and after-school care, care
in inner cities or rural areas, or otherwise improve the supply under pressing
conditions.

PROS:

. Would establish Federal priorities while giving States control over
priorities determined by local conditions.

. Would help to round out and balance supply where known difficulties
exist in the marketplace.

’ CONS:
. Could reduce State flexibility.

Support the Department of Education’s Reauthorization proposal for the Chapter 1
program which would encourage States to spend more of their Chapter 1 funding on
programs that extend learning time, such as before and after schoo! and summer
programs. The proposal would also change current 1argeting provisions so that more
Junds would be concentrated on the higher poverty schools which would result in more
AFDC children being served.

PROS:
. Could provide quality "child care" for school-aged children.
. Funding would come from Chapter 1.

CONS:
A None.

Coordinate with the Department of Education to permit States to count Chapter 1
funds (under the Elementary and Secondary Education Act) and State compensatory
funds as matching child care monies whenever the Chapter I funds and state
compensatory education funds support services delivered to targeted students before
school, after school or over the summer’.

3.

Chapter 1 of ESEA serves 5.5 million children in 52,000 schools, funded at $6.3

billion in FY 93. This program targets services to areas with low income families. The
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PROS:

g Increases States” ability to draw down more federal child care funds,
and fo provide more child care services.

» States will have an incentive o encourage local schools and districts 1o
increase the provision of after-school and summer programs supported
by Chapter 1.

. More target children {e.g. children from AFDC families and chiidren
whose parents are in transition from welfare to work) receive more
education and other services as the number of extended time programs
expands,

. Most of the target children in these extended time programs engage in
more constructive activities during these extended time perinds than
they currently do,

. Some State matching child care funds may be replaced by federal
Chapter | funds,

¢ Must take care to avoid ghettoizing program.

. Might require new training for child development specialists and
educators to work together,

. Administrative and funding difficulties must be overcome.

1. Regulatory Activities

A. Regulatory change would need to accompany any statatory changes suggested above,
Some of the above suggestions might be accomplished by repulatory changes instead.

II.  Other Activities

A.  Collaborate with U.S.D.A. to simplify reporting requirements and procedures of the
U.S.D.A. Child Care Food Program to encourage greater uiilization among family
day care providers.

program currently serves approximately one million children from AFDC families as well as
many children whose parents are in transition from AFDC, Proposed legislation will target
funds even more on areas with concentrations of low income families. Currently most
children are served under this program during the school day. Only 9% of Chapter |
schools have extended day programs for before- or afier-school care.
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PROS:

. Would attract more family day care provider to become a part of the
formal system.

. Would allow for greater technical support and joint monitoring of
providers,

» CCFP providers would gain access to training & TA from ACF
programs; ACF providers would gain access to food and nutrition

education,

CONS:

. Would require extensive coordination between field staff at State and
focal levels.

PUBLIC SERVICE AND VOLUNTARY EFFORTS

[\

A, Establish a National Early Childhood Veluntary Corps similar to the Teachers’ Corps,
or include child care and early childhood developmens services and training in the
National Service initiative,

/""
PROS:

1. Legislative Activities

. Could be an important source of human resources needed to develop
the early childhood systems of the 21st century.
4 Would enable young people (o learn about early care and education

before they start their own families.

CONS:
. Would be expensive.
. Would be difficult to mangge and monitor to ensure the usefulness and

productivity of volunteers as well 25 protection of children.
i Regulatory Activities
None
Hl.  Other Activities

A, Increase corporate volunteerism.  This may include volunteer 1ime for non-AFDC
employees, providing facility space or teacker salary if involved in a JTPA
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consortium, scholarships for siudents in g child care curriculum, or supplies and
other resources donated to centers or networks of family day care providers.

PROS:
* Increased services without increased budget, \ |
» Brings employers into child care partnership.

CONS: Lo (l

. None | | @;\kg‘ ‘6;\,.#

B. Encourage employer sponsarshiz of voluntary parental pariicipation in child care
training and services.

PROS:

. Some employers match volunteer fime employees contribute. This type
of program could be expanded to include the training and transition
empioyment programs in which AFDC parents participate.

o Increases the supply of child care services, possibly at no increase in
cost,

* Permits AFDC parents and those in iransition from welfare to work to
increase their parenting skills and spend more quality time with their
children.

. Brings employers and trainers injo & child care partnership miii

programs and parents,

* Builds political support for child care for the target population because
they are doing their fair share by participating in child care services.

* Increases employee morale and possibly productivity as parents are
more confident about child care arrangements meeting child's needls,

E

CONS

¢ Must ensure adequate skills and aptitude for parents volunteering as
child care providers.

» If participants worked fewer hours and received no compensation for
volunteer hours, incomes would decrease,

. If employers and trainers compensated participants their costs would
increase, (Note: May be minimal if productivity and morale
increased.)

. If ime was compensated for with child care funds, cost of child care
would not be reduced. 1
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€. Design rraining and transition employment programs to permit parents 1o spend time [ x

working in g ¢hild care cooperative. The program might be structured like the
Department of Educarion’s volunteer's program where the employer matches each
kour of volunieer time the employee contributes up to a maximum employer
contribution of 4 hours every two weeks.

PROS;

CONS:

Lowers the cost of child care for AFDC recipients and those in
transition from welfare {o work,

Increases the supply of child care services, possibly at no increase in
cost.

Permits AFDC parents and those in transition from welfare to work to
increase their parenting skills and spend more time with their children.
Brings employers and trainers into the child care partnership,

Builds political support for child care for the target population because
they are doing their fair share by participating in the child care
coaperative,

Must ensure adequate skills and aptitude for parents volunteering as
child care providers,

if program participants worked less than full time and received less
than full compensation for the time they spend in the child care
cooperative, their incomes will be less than if they simply worked full
tme.

If employers and trainers compensated participants for any of the time
spent in the child care cooperative, the costs to employers and trainers
would increase.
If time in the cooperative was compensated by child care funds, the [ P ¢:Iv¢

costs of child care would ot be reduced. 1= ?*rt-»"l\ S
' aori s gw??

D, Increase volunteerism by teens, -

PROS:

-

Some states are now requiring community service as a requirement for
high school graduation. By creating and expanding existing programs,
teens could participate in training in child development and parenting
skills and be assigned to assist in child care centers.

Would enhance the teens’” awareness of the many aspects of child-
rearing as well as provide additional help to centers.
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* The presence of trained volunteers would allow time for staff training
or could help to exiend the hours which the center offers care,

. Centers currently located in high schools could be expanded and used
as training sites while offering additional services to the local

community.
. Could lead to an interest in & career in child care or a related field,
CONS:
. New curriculum would need to be developed if the training occurred at
school, Can schools afford to develop?
. Coordination and cooperation with community college child care

certification and/or CDA instructors would be necessary, Are
resources available?
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ASSURE PARENTAL CHOICE

Recent Federal child care programs have been designed to protect the parents’ right to
choose the type of care they would like for their children, Although choice is an important
right in the United States, it has very little value unless peaple have the information they
need to make informed choices. The following options would protect the parent’s right to
choose and provide them with the knowledge they need to make an informed choice:

I Legislative Action:

A.  Reguire Suues to provide o number of real choices of provider, such as providers in a
number of categories.

PROS:

* Would assure that parents éia{f real choices.

* Would result in more rigorous involvement of States in assurmg a
supply of different types of care.

CONS:

. Would be difficult for States to administer.

. Would be expensive to implement,

. Could result in an oversupply of some types of care in some areas.

B. Support and Promoie Resource und Referral Agencies (R&Rs), R&Rs throughout the
country provide information fo parents on how to choose quality care for their
children, We could provide targeted funding under Title IV-A to existing R&Rs 1o
expand their efforts or to new R&Rs that could operate in unserved areas.

PROS:

» Provides a service to the community by matching parents with
providers.

. Gives parents the information they need to make informed choices.

CONS:

. May create another layer of bureaucracy in some areas,

. Federal government has no control of output of R&Rs.

. Difficult to tie R&R activity to AFDC eligibility, Would likely result
in funding R&R for non-AFDC eligibles.
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II.

A.

1.

Regulatory Action:

Require that child care certificate be offered as an option in the Title IV-A child care
programs, as is required under the CCDBG.

PROS:
. Would reinforce the importance of parental choice.
. Would promote program consistency.

CONS:
. Is not a substantive change since current IV-A regulations require that
States have a process in which parents can select their provider.

Continue to Pay Relatives for Care. The CCDBG and IV-A child care programs do
not prohibit paying relatives for care. In fact, CCDBG regulation includes language
to assure that relatives can participate. However, it is likely that this language will be
changed due to other factors. We could replace it with language that clarifies the
overall CCDBG regulation, but also protects the option of paying a relative to provide
care. We could add similar language to the Title IV-A regulation. Otherwise, States
may design health and safety regulations which make it difficult for relatives to
provide care.

PROS:
. Allows parents to use their subsidy for the type of care they prefer.
. Assures a greater range of choices and additional supply.

CONS: ‘
. Society expects people to care for their family members at no cost to 7
the government.

Other Actions

Encourage and Support Parert Education. The Federal government could mount a
campaign to encourage parent education about quality child care. Brochures, videos,
and public service announcements could be developed and disseminated. We could
also encourage the use of existing matenals.

PROS: . —/‘?ﬁm “ flacses

o Would be inexpensive.
. Shows leadership at the Federal level.
. Gives parents the information they need to make informed choices.
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CONS:

. Might be perceived as govemnment intrusion into the parent’s ability to
judge the quality of care.
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Nen@stodial Fathers and Child Support Reform

by
Noncustodial Parents Issue Group”®
Working Group on Waelfare Reform, Families, and Independence
October 7, 1983

*Members: David Arnaudo, Karen Bartlett, Kilolo Bingham, Barbara Clevaiand,
Mary Faltynski, Mark Fuchells, David Lah, Ken Maniha, Linda Meligren, Ranald
Mincy {Issue Group Leader}, Julie Samuels, Deborah Sorkin,

This paper draws substantially from the analysis ¢f Noncustedodial Father's Ability
to pay for ASPE by Elsing Sorenson, The Urban Institute. These astimates are
preliminary, and do not reflect sugaestions by an expert panel, which reviewed
these analyses for ASPE. Therefore, estimates should be regarded as accurate
representations of the order of magnitude, Revised estimates will be incorporated
in a subsequent draft and will have the effect of reducing the number of custodial
fathers, increasing poverty amang noncustodial fathers, and therfore, reducing
estimates of ability o pay.



Noncustodial Fathers and Child Support Reform

Waotutd-be reformers of the chiid support enforcement system hope to buiid
upon earlier efforts t¢ ‘make the dads pay’. This focus is understandable given the
growth of children in single-parent househaolds and the large number of custodial
mothers who receive little or no income from child support. However, the
effectiveness of new reforms will depend on understanding how these reforms
gffect noncustodial parents. To predict these effects, we need a better
understanding of the noncustodial parent population.

This paper presents basic demographic data on the noncustodial parent
population, mostly fathers, including their incaome and poverty status, which are
the basic determinants of their ability to pay chiid support. The paper aiso
examines goncerns that researchers, service providers, and noncustodial parents
often raise zat;a;zt the child support enforcement system. These concerns are
imporiant because substantial improvements in paternity establishment and child
support collections may require a more balanced combination of carrots and sucks.
While the paper is intended to provide basic background information, the paper
als0 provides some general discussion of the implications of this information for

reform,
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Who are Noncustodial Parents?

Noncustodial parents are 3 very diverse group, except that most
noncustodial parents gre fathers. Of the 10 million noncustodial fathers in 1980,
nearly half (47.8 percant} were currently rmarried, though not necessarily to the
wives of their children {Table 1).' Over a guarter (25.3 percent) of these
noncustodial fathers were currently divorced, 17.3 percent were never married,
and B.6 percent were separated. Though most noncustodial fathers had only one
or two children; over 60 percent lived with none of their children.

Education, empioyment, and income of noncustadial fathers also varied
widaly. About 21 percent of noncustodial fathers were high-school dropouts, 451
percent had a high-schoal diploma, 18.1 percent had some college, and ailmust 15
percent were college graduates, While most noncustodial fathers were emploved in
a given month, about 8 gquarter reported working less than 50 weeks during the
year, Income of noncustodial fathers varied considerably around the average
{$23,3821, which was slightly lower than the average income of all men of -
comparable age {325, 084}, About 22 percent of noncustodial fathers had
incomes between $20,000 and $29,989; 11 percemt had incomes below the
poverty line fr:;r a single person; and almost 20 percent had incomes below 200

percent of the poverty level for a single persen. Poverty rates were much higher

' Numbers in bold are based on preliminary estimates of
noncustodial fathers ability to pay. We have received suggestions
for changes in the methods used to make these estimates, These
changes will alter the values in bold and will be incorporated in
a gsubsequent draft.
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among noncustodial fathers between 18 and 29 vears of age. Thus, 22.8 percent

of these young fathers had incomes below the single-person poverty level and 29.1

S

percent had incomes below garnings of a full-time, full-year worker who garned the

minimum wage. Poverty among young noncustodial fathers has impertant
Pomasoere——t

implications for child support payments because these young fathers representad

one guarter of all noncustodial fathers. Finally, 26.5 pereent of noncustodial

fathars had incomes of $30,000 or more.

The racial and ethnic composition of noncustadial fathers also has important
implications for child support collections. Because out-of-wadiock births, welfare
receipt, and long-term welfare receipt are disproportionately high in the black
pmpulati{zr}. increasing child-support payments among black noncustodial fathers is
highiy desirable. However, rates of mortality, joblessness, homelgssness, and
incarceration are also high among biack men. Therefors, the numbser of black
custodial-mothers who should receive child support, exceeds the number of black
nancustodial fathers who can pravide such support. In the most recent survey dats
available on noncustodial fathers, blacks represented 16.6 percent of noncustodial
fathars but 25.5 percent of custodial mothers.

To avoid overstating potential child support payments, we adjusted the

survey data. The effect of the adjustments was 1o eliminate differences in the

numbear of noncustodial fathers and custodial mothers that did not stem from
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differences between male and female mortality and incarceration rates.? After

these adjustments, about 61 percent of noncustodial fathers are white, 25.5

percent are black, 10.9 percent are Hispanic, and 2.4 percent are of other race or

athnic backgrounds, '

How Much Can Noncustodial Parents Pay in Child Support?

Simple sterentypes cannot possibly describe how such a diverse pcpaiatizsﬁ
retates to children living with custodial mothers. Yet such stereotypes drive child
support policy. Thousands of noncustodial fathgrs pay nothing in child support,
while others make woefully inadeguate child support payments. Thus, many
custodial mothers view noncustodial fathers as 'deadbeats dads’, and this view
dominates public discourse. Mothers also complain that they need much more help
ohtaining child support that they get from the current child support enforcement
system. Thus, calls for reform in the child support enforcement system emphasize
‘making the deadbeats.’

Noncustodial fathers want diffgrent reforms of the child suppornt
enforcement sytem. Moast noncustodial fathers complain that this system lacks the
flaxibility 1o respond to unanticipated declines in their income. While fow-income,

unmarried noncustodial fathers are much less vocal, they 100 have complaints.

* several reviewers of the estimates on which this report
relies suggested that we agsign 2ero incomes to the hlack males
who were added to the sample because of this adjustment. We
intend to follow this advice, in a subsequent draft, but doing s0
will lower increase the poverty rate of noncustodial fathers.
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They are generally ignorant and suspicious of the child support enforcement
system, which collects a higher fraction of income when the noncustodial father’s
income is low. The inflexibility of the child support system also extends to
disadvantaged noncustodial fathers. Many face large arrearages because they
could not afford the legal counse! they needed to obtain downward adjustments or
suspension of ¢child support orders dunng spells of incarceration and ong-term
unempigyment.

For too many parerts involved in the child support system, these. complaints
are valid, nevertheless, noncustodial fathers must meet more of thair childrens’
financial needs. The putz%ic burden for supporting children in single-parent families
has grown 100 large. Nearly one-fourth of the z:hi%dre‘n in the U. S, live in a single-
parent familiss. Though divorces stabilized at a high rate in1980s, out-of-wediock
births have continuad to grow dramatically. So nearly one-fourth of the children in
the U.S. are barr out of wedlock. Further, paternity is established inn only 30
percent of these births, Thus, of the 10 million women potentiaily eligibie for child
suppart, only 58 percent have child support awards. Of those women who had
awards, only 28 percent received the full amount and 12 percent received nothing.

The latest research on the incomes of noncustodial fathers shows that they
can ingrease their child support payments {(Table 2}. Though the aggregate income
of all noncustodial fathers was about $232 billian, as a group they paid a total of

$15.6 billion in child support payments, roughly 6 percent of total income. This

low figure is partly the result of the 56 percent noncusiodial fathers who pay
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nothing now. Nevertheless, payments were nontrivial proportions of the incomes of
noncustodial fathaers who paid ¢hild support. Those who paid with an order spent
about 13 percent of their income an child support payments. Those who paid
without an order spent about 11 percent of their income on child support
payments.

While noncustodial fathers as a group could afford 10 pay more in child
support, ability to pay influences payment status. Noncustodial fathers who paid
child support with gn order were better Off than the other two groups of fathers.

On average fathefs who paid with orders made $§28,424 during the year, folliowed

by those who paid without an order {($22,845), and those who did gat pay
{$20,470}. Noncustodisl fathers who paid with an order were better off than
rm— .

other fathers in other characteristics shown in the 188t three ¢columns of table 1.
for example, noncustodial fathers who paid with an order had higher average
aducation, especially college enroliment and completion, These fathers were also
more likely 10 work for 50 or more wseks during the full year, and they were less
likely to have never married. As a result of these differances, noncustadial fathers
who paid were much less likely 10 be poor, This observation is important for
noncustodial fathers under 30 years of age, since the poverty rate among those
who did not pay {31.7 percent) was ten times the poverty rate of those who paid
under a child support order {2.5 percent).

To increase ohild support payments three changes would have 16 ocour.

First, we would have to ¢iose the collections gap, which 18 the difference between
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the amount awarded to custodial mothers and the amount paid by noncustodial
fathers with orders. The solid-grey area in Figure 1 shows that ¢losing the
collections gap would generate $,. billion dollars in naw child support payments.

Second, we would have 1o ingrease participatian in the formal child support

payment system. This means getting fathers who pay nothing now and fathers

who pay without orders 10 pay the same on average as fathers who currently pay

with orders. The white-shaded area in Figure 1 shows that increasing participation
would generate an additional §.. billion dollars in child support payments. Third,

wa would have 1o incraase child support guidelines. The solid-black grea in Figure

1 assumes that the Wisconsin child support guidalines prevail nationally. The
Wisconsin guidelines are higher than guidelines in most states. As the figurz
shows, adopting the Wisconsin guidsiines nationally would put the nationat
collections potential up t About half this amount would come from
nongcustodial fathers who now pay niathing. Even with radical improvements in
paternity establishment, it is doubtful that we could more than triple the amount of
&:;hild support payments throught an enforcement strategy alone.
Poor Fathers and Young Fathers:: Two Reasons 10 Bend the Stick

Increased child support payvments would undoutitedly improve the well-being
of children living with custodial mothers, However, some of these increases in
child well-being would be offset by reductions in the well-being of children living
with noncustodial fathers, Th;’mgh such substitution is inevitable, it becomes a

congern for policy if child support payments push nengustadial fathers and thair
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children into poverty, Far example, 39 percent of noncustodial fathers were in
famiilas that included their own children. Therefore, they had financial
responsibiities o children éiving with him and to ¢children living eisewhere. The 12~
month average income of 8.9 percent of these families fell below the poverty line
in 1880. This proportion would rise to 11 percent, if the full $83 billion in potential
child support paymeants were collected . Increased child support payments would
have a greater impact on families with dual fathers under 30 years old. Currently
13 percent of these families have 12-month average incomes below the poverty
hine. { the full collections potential were paid, this proportion would increase 10 16
percent.

Given the declining labor market prospects for young men, especially for
voung black men, it is not surprising that so many are unable to make child support
payments, Labor market studies show that the wages of lgss-skilled male workers
have declined since the early 1970s. These declings worsened during the 1880s ag
employers increased pay differentials betwesn workers with and without college
fraining and betweean waorkers with more and less experience. Wage reductions for
workers with less skill, less education, and less experience account for much of
the reduction in employment rates among these workers since the early 1870s.
Unwed noncustodial fathers have been especially hard hit by these labor market
conditions and reductions in employment and earnings have been drastic for black
mates. Thus, in 1988, the employment rate amorng black male high-school

dropouts between 18 and 21 years old was only 32 percent. The emplayment rate
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among black male high-schoo! dropouts between 25 and 34 vears old was only B8
percent, Employment rates were higher for black males who were high schoaol
graduates, but 32 percent of the younger cohort and 25 percent of the older
cchort remained jobless, Further, young black men generally had lower annual
hours and earnings than sther young men, but young black men who were unwed

tathers had the lowest annual hours and earnings of all young bilack men,

increasing Collections from Deadbeats and Turnips

While child support coliections must increase, especially for the growing
AFDC caseload, collection steateglies must take account of these labor market
trends. Before 155?5, most people assumed that the fathers of children on AFRC
were themselves poor. Trying to obtain child support from these fathers would be
like trying 10 squeeze orange juice out of a turip, Since 1975, the specter of the
'deadbeat’ dad has driven child support enforcement. In 1392, the coliections in
AFDQ cases totaled $5 billion; obviously some fathers of children on AFDC can
pay. On the other hand, increased faderal funding for in-hospiial paternity
astablishmant, will expose more young and poor noncustodial tathers to child
support enforcement. Because of the trands in wages and labor force participation,
reviewed earligr, these fathers will be unable 0 pay. Clearly we need a strategy for
dgeadbeats and turnips. Such a strategy will impose effective sanctions on
noncustodial fathers for whom volition is the main barrier (o ¢child support

payments, whils taking a different approach for noncustodial parents for whom
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ability is the main barrier,

States are already experimenting with such strategies. For example, seversl
states are setting minimal child support arders {$§300-10-5400 annually) for
noncustodial fathers who are poor. i we changed our Wisconsin-based guidelines
10 include these so-called seli-support reserves, the national collections potential
wotld decline by less than $ E_P_’iil__i_gn, Another strategy is to provide employment
servicas 1o noncustodiat fathers with fow skillg, so that they ¢an earn the monegy
they need for child support payments and other expenses. The Family Support Act
authorized b state demonstrations, using this strategy, for noncustodial tathers
with children on AFDC.

While the resuits of these demonstrations are not yet available, two
considerations suggest that we have much to {earn in this area. First, the need is
great. In the 3.4 million AFDC housebolds headed by women, there are roughiy 1.8
million women who have not been married. Their partners would be logical targets
for employment and {raining programs. Suppose we concentrated on households
first entering AFDC, and we assumed that they had the same marriage tates as all
AFGC households., Approximately 1.8 million women enter AFDC in a given year.
Assuming B4 percent of these women have never been married, yields a target
population of about 800,000 males for employment and training programs. While
even employed men could benegfit from job training 1o improve their career
prospects, they will not have an acute need for employment and training

assistance, A rough estimate would bg that half the men in the above target
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population will be unemplovad and in acute nesd of help to improve their chances
for a decent work carger, This would vield a target population of 400,000 for the
first year of an amployment and training program. [t is unilikely, though, that we
coutd sarve these young fathers in @ given year angd then forget them, Many will
require multi-years of service, which eventually will get us hack to the 1.5 million
target population for an ongoing program, or 780,000 in a steady state.

Second, past employment and training programs targeting disadvantaged
males have had modest effects. For example, if current trends aohtinue, JTPA will
have increased the earnings of misle adults assigned to OJT by $650 a vear, Job
training programs for aduits also have modest effects on the subsequent
employment rates. A typical patiern is that & yvear after entry, 39 percent of the
treatment group is emploved compared 1o 33 percent of the contral group.  More
comprehensive and thus more expensive interventions most likely are necessary 1o
achieve larger employment and earnings gains,

Thus, we will need other strateqies 1o help many noncustodial fathers who
will be unable to pay child support. Some of these stratagies may have to provide

incentives 1o increase child support payments-- in other words, ¢arrots. not sticks.

Changes in the tax treatment of child support payments could provide some of r

W ¢
o
bl

thase incertives, CQurrently, noncusiodial parents cannot receive a dependeant

deduction ¢r a deduction for child support payments on their income 1ax returns,

Providing these deductions for noncustodial parents who paid all child support

- could provide an important incentive. Presumably, noncustodial fathers who five
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withy none of their children tor other family members! will receive the same income
tax credit as a single person under the new Earned Income Tax Credit {EITC)

provisions. We might consider a higher EITC for those wio make child support

payments. Changes in the treatment of child support programs by means tested
]

programs could also provide incentives, Currently there is no uniform treatment of

child support among programs such as AFDC, §81, Food Stamps, Medicaid, and so

on. There sre often cases off"double counting” lw?zen both parents apply for

benefits under different means tested programs. One program counts child support

as income for the custodial parent; the other program counts child support as
income available to the noncustodial parent. When deciding eligibility and/or the
size of the bengfit in the latter program, a disregard of some ¢r all child support
payments would mitigate or remove this problem. Also, when n(}rz{:z.zsw(iial tathers
are temporarily unemploved, it is often costly, difficult, and time consuming for
them 10 obtain a downward adjusiment or suspension of their awards. Creating

administrative mechanisms to reduce requirad time and expense would be helpful.

{Other Carrots to Increase Child Support Payments

Nonoustodial fathers will, no doubt, cppose substantial increases in child
support payments and strict enforcement of child support orders. Many will regard
these changes as more salt in the wound opened by their original divorce
proceedings. Noncustoadial fathers generaily regard these proceedings as biased

because, untl repently, such procesdings routingly gave mothers sole custody of
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children. Many noncustodial fathers complain that policy has agyravated this bias
by creating a large and inflexible bureaucracy 1o enforee child support agreemants,
but no corresponding system to enforce agreements for access and visitation,
Through these practices, noncustodial fathers clatm that policy helps their ex-wives
keep noncustodial fathers away from their children. Then policy gives legat force 1o
their ex-wives’ demands to be paid for ¢child care services that noncustodial fathers
do not want.

L%\ﬂmarrieri; noncustodial fathers have also access problems. Thesa problems
bagin in public programs that unwed mothers with low-incomes use frequently
{e.g., prenatal care, maternal and child health, and early childhood education
programs}. Researchers and service providers point out that professionals in these
public programs often create service environments that are insensitive or hostile to
tathers and that these professionals advise mothers t¢ sever reigtionships with the
fathers of their children. Some research suggests that these practices lower
paternity astablishment among unmarried, noncustodial fathers, especisily
minorities. Despite these barriers, many unmarried noncustodial fathers go to the
hospital whan their child is born and sign their child’s birth cartificate. However,
most states require unmarriad fathers to go through several additional and costly
steps before paternity is establishad. Even when the unmarried, noncustodial father
establishes paternity, the courts will eventually order him to pay child support, but
there is usually no one who infores him of his rights regarding access and

visitation.
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Noncustadial fathers who are unmarried and disadvantaged can encounter
new access probiems if thelr partners go on AFDO, In some gommunities, informal
child support contributions are the currency through which fathers with limited
employment prospects display parental responsibility, bven when these payments
are low, irreguigr, and in-king {such as g¢hild care, ¢lothing, and pampers), the
mother, her family, and the community recognize this informal system, Howaeaver,
this informal system conflicts with the formal child support system. Under
provisions of the 1984 Amendments to the Child Support Enforcement Act
mothers on AFDC receaive the first $50 of child support payments, and the
remainder goes 10 the state 1o compensate for AFDC benefits. If payments through
the formal system leave the noncustedial father with too littie money to make
direct and visible payments, he loses access to his children,

So far, child support policy has paid little attention to the complaints of
ncmz:zzstodxial fathers, because the public is skeptical shout these complaints. Most
observers believe that divorced fathers use these complaints o justity not paying
support and that noncustodial fathers who are unmarried, disadvantaged, and are
just irresponsible, |

While there are plenty of examples of both, there is svidence that
noncustodial fathers genuingly want more involvermnent with their children. With
some support from government, advocacy and service organizations focussing on
children and noncustodial parents are developing methods to help {mostly

divorced} fathers to obtain and maintain contact with their children and to play a
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largsr role in their childrens’emotional and developmental needs, These methods
help custedial and noncustodial parents resolve disputes over access and visitation.
Some of the most important tools include expedited visition services, nautral drop-
off and pickup points, supervised visitation, and so on. The best gmgrarﬁs
encourage fathers to pay their child support orders whilg they work 10 resolve their
access and visitation disputes.

Thers is no effective advocacy for unmarried noncustodial fathers, but basic
and programmatic research provides esvidencs to counter widesp:read negative
stereotypas about them, Research shows that the children of unmarried fathers
have more weekly contact with their fathers than children of divoresd fathers.
Also, egarly results from demonstrations focussing on low-income noncustodial
fathers, many of whom are unwnarried and black, show that they 0o are involved
with their children and want increased involvement. Eor example, 70 percent or
more of the participants in one demonstration, which served young and severely
disadvantaged noncustodial fathers, had at least weekly contact with their
children. Angther dgmaastratim, which served somewhat older noncustodial
fathers, showed that even those who had minimal involvement with their chiidren
were dissatisfisd with this outcome.

Howe would increased access affect children? The answer is we don't know.
Rasearch shows that children from S;ingie—pargﬁt families do worse than children
raised by both hiological parents in several ways. The former are more likely to

drop out of schoaol, bear children out-of-wedlock, and less bkely to find and keep
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steady jobs. We 8is0 know that higher family income increases child well-being,
and therefore, the noncustodial father's financial obligations to ¢hildren should be
separated from access and visitation issues. However, researchers still do not
know if children of divorced or never-married couples whao have regular contact
with their fathers, do better than similar children who do not have such contact,

In short, now may be the tme 0 usa both carrots and sticks 10 secure
higher child support payments. Demands for increased access and visitation will
probably grow as states order noncustodial fathers to make higher ¢hild support
paymants and such orders becomea more difficult to aveid, Some of these demands
are genuine, there is no evidence that positive contact between children and
noncustodial fathers is harmful, and ;fnethods to insure that such contact is positive
are undaer developmant, Therefore, it may be counterproductive for the public to
continue 1o ignore these éemands,‘

Finally, hospitals are good places 10 identify unmarried noncustadial Tathers
for several agencies and purposes. The state 1V-D agency, which is responsible for
ingreasing paternity establiishment and ¢hild support is one example. Other
examples are the social service agencies that have been persuading and teaching
these fathers to meet the financial and other needs of their partners and children,
These services may provide tools for ingreasing paternity esteblishment, To draw
them into the effort, two steps are needed. First, increase paternity establishment,
increasing the number of refarrals to these agencias from the ggencies that serve

low-income, single mothers and their children. Second, invest publhc dollars 1o
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develop services provided by agencies engaged in meeting the needs of

noncustodial fathers and other disadvantaged males.

Summary

Noncustodial fathers are a diverse group, They vary in characteristics {(such
as sge, education, and employmaent stability) that affect their ability 1o pay child
support. They also vary in characteristios {such as thelr current marital status and
the number of children with whom they live} that impact how they and their
families are afiected by child suppor{ payments. Given this diversity, simple
stereotypes, such as the deadbest dad, cannot possibly describe how noncustodial
fathers relate to custodial mothers and their children,

Currently, noncustodial fathers pay almast $16 billion in child support
payments --about 6 percent of their income--but they could pay much more. More
than half the noncustodial fathers pay nothing, SO increasing partcipation is a kay
to increasing child support payments. Along with increased participation, increases
in child support guidelines are alsc a key 1o higher c¢hild suppert payments.

Unfortunately, characteristics linked to ability to pay are aiso linked to
payment status, Noncustodial fathers who pay c¢hild suppert have more educsation,
maore stable employment, and are older than those who do nat pay. Thus, the
former group has higher average income and is much less likely to be poor. This

observation is important for young noncustodial fathers, The poverty rate amang
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yvoung noncustodial fathers who do not pay is ten times the poverty rate of those
who pay under a child support order.  Declining real wages and employment
amony young men in recent decades partly explain the high poverty rates of
younger noncustadial fathers. Thus, we should expect more difficully increasing
child support payments to younger wormen eantering the AFDC caseload.

These results suggest that we cannot achieve large increases in child
support payments through strenuous child support enforcement {sticks] alone.
Many fathers will need help 10 mest their ¢child support cbligations. Without help,
children living with noncustodial fathers will hecome poor when these fathers make
child support payments for children living with custodial mothers. Help can come
in several forms. These include: {1} changes in the way the tax code and means
tested programs treat child support payments; {2} more widespread use of minimal
support orders and lower minimal child support orders; (31 and administrative
processes that reduce the time and cost of ebtaining downward adjustments of
child support orders. Additional help can come in employment and training
programs tcx: help disadvantaged noncustodial fathers meet their ¢hild support
obligations. Such help is now available to custodial methers through the JOBS
program, but much more work needs to be done to learn how t0 make employment
and training work better for disadvantaged men.

Aithough, some noncustodial fatherg will need help 1o make higher child

support paymeants, most noncustodial fathers can make higher child support

payments now. Mowever, these fathers will not be happy with a reform iimited to
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higher guidelines and tougher enforcement. They have concemns about access,and
visitation that they believe are closely related to child support payments, Federal
reform these areas is inherently more difficult than federzgl reform of child support
collections. Also, we know that income from noncustodiat fathers increases child
well-being, hut we do not know know einough about the effects of father
involvement on ¢hildren who live with custodial mother. This i8 a good reason 1o
treat child support reform separately from access and visitation issues.
Nevertheless, contact with noncustodial fathes is more likely to have positive
effects on children, if custodial and noncustodial parents know how 1o resolve
conflicts over access and vigitation, The federal government already supports a
few demonstrations to help custodisl and noncustodial parants do better in this -
area. Expansion of this support is 8 reasonable policy response at this tme.

Finally, unimarried and disadvantaged fathers also have access problems that
may help to explain why rates of paternity establishment are $o low, Unmarried
mothers with 10w~if‘;comes depend critically upon public programs during pregnancy
and shortly after their children are born. Professionals in these programs can create
harriers between unmarred noncustodial fathers and their children. Some public

investment in the removal of thess barriers might help to increase paternity

establishimant and child support,

e wpwinigdocsthacmpalinepbhiged.di 2 1 9



TABLE 1

SELECTED CHARACTERISTICS GF NONCUSTODIAL FATHERS

— i

Non- us-

Noncusiodial Fathers Who:

e
e

i

toddial Paid Child Support }?id NQ}
Fathers With An Without i Child Il
oport
Crder as Ornder
Marital Status 100.0% .0% 10.0% HG0%
Married 47.5% 49.4% I6.8% 50.0%
Wilowed 1.3% 0.0% 1.4% 2.0%
Divorced B5.3% 36.8% 0% 17.9%
Sepamted B6% 8.6% 20.8% 58% ¢
Never married i7.3% 4.3% 23.0% 43%
Percent of Fathers Living With 39.0% 3T9% 214% £2.6%
Any of Their Own Childeen
Average Bduention 12.4 129 12.3 12.1 i

| Education Distribution 100.0% 100.0% 100.0% 100.0%

{  Less Than High School 5.8% 3% 6.0% 15%
Somez High School 15.4% 10.8% 1.0% 18.4%
High School Graduats 451% 45.7% 48.% 44.0%
Some Callege Graduate 19.1% PANE 17.7% 16.5%
Coliegs Graduate 14.6% 16.7% 13.5% 136%

Percent Whn

| Were Employed Last Month 37.9% 94.2% 92.8% 832%

Who Worked Less Than 50 25.5% 13.2% T E1.2% 32.8%
Weeks During the Last 12
Maoths

Experienced Some Unemployment 2L1% 128% 19.1% 20.5%
in the Last §2 Maonths

E Personal Income Distribution

$0 - $46,799 113 30 13.2 15,5

$6,800 - $13,599 19.8 131 6.8 23.9
$13.600 « $20.399 20.2 19.8 218 20.1
$20,400 ~ $29,99% 2.2 28.7 6.5% 18.0
$30,000 - $30.99% 13.2 15.% 10.8% 12.1
$40,000 + 133 i85 16.8% .3
| Average Age 35.4 358 34.6 347
Age Distribution H00.0% 150.0% 100.0% 160.0%
18-24 8.3% 26% 11.7% 11.3%
25-28 16.6% 14.7% 18.0% 17.4%
3334 203% JB2%E 24.5% 20.8%
3834 13.3% 19.4% FLO% 21.8%
40-44 IRZ2% 2i4% 22.1% 15.6%
45-49 00% 10.1% 12.0% 2.6% |
50-54 A% 17% 0.7% 35% |




Table 1 (Continued)

Noncustodial Fathers Who

Source: Urhan Institute caleulations, based on the 1900 SIFD.

Non- Cug- .
wodial Paid Child Support Brict Mot
. Pay Chidd
Fathers With An Withowr | oo
pport
Qrder an Order
| Race Distribution 0% 100.0% 100.0% 100.0%
§ White H0.8% 76.9% S0.8% 52.8%
§ Black 25.7% 15.1% 31.2% 31.2%
| Hispanic 11.0% 6.0% 16.9% 13.0%
Other 2.5% 2.0% 1.1% 2.9




Table 2
Noncustodial Fathers
Number, intome and Child Supperi Payments

Paid Child Support
With Without Did Not

Al Order Order Pay
Number 10,625,088 3,638483 1,045,527 5047058
Mean Personal income 23382 28424 22045 20470
Mean CS payment 4N 3559 2574 -
Total child support paid (3Bifions! 15.6 12.8 27 - 0.0

Source: Urban Institute Calculations, based on the 1390 SiPP
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Financial Incentives for Non-Custodial Parents

Executive Summary

Why Financial Incentives?

Certain aspects of the. child support system harbor inequities for non-custodial parents--
inequities which may affect the way non-custodial parents perceive the system.and may even
serve as disincentives for the tmely payment of ¢hild support.

This paper examings various options for providing financial incentives to non-cnitodial
parents who pay child support in order o make the child support system more equitable and
to signal to them that they too will be better off if they play by the rules. The current child
support rules do not provide any recognition or credit to the non-custodial parent who meets
his or her child support obligation, Maoreover, enforcement policies were designed to force
payment of child support and cast a wide net, that is, these policies affect all parents wtw éf}
not pay, regardless of ability or motives,

Policies which have not been able to make the distinction between inability and unwillingness
have produced a ¢hild support system that, at times, can seem punitive--particularly o the
fow income non-custodial parent.  While the majority of fathers are not poor, there is a
substantial minority who are. Estimates from the Survey of Income and Program
Participation indicale that 14 percent of fathers who did not pay child support have incomes
below the poverty level for one person and that 20 percent have incomes below a full time,
full year, minimum wage job. For fathers under 30, those percentages increased to 29
percent and 35 percent respectively.

Current Inequities and Onptions to Remedy

Inequities and inconsistencies in the current configuration of child support are found
primarily in three areas--the tax system, some means-tested programs, and the guidelines,
Additionally, there are issues surrounding arrearage which put low income non-custodial
parents at a disadvantage. These ingquities should be addressed and corrected. However, as
we attempt to modify current enforcement policies that negatively impact non-custodials who
are tgung to do the right thing but may ot have the economic or personal resources 6 4o
so, we must be careful that new policies do not inadvertently reward those who willfully do
not support their children.



The Tax System

The treatment of child support in the tax system centers on the unavailability of the
dependent deduction, the inability to deduct child support on income wx returns, and the
inaccessibility of the Earned Income Tax Credit (EITC). These changes are not necessarily
mutuaily exclusive, but interactive effects must be considered carefully to ensure that benefits
and costs are appropriately distributed. -

A transfer of the deduction o the non-custodial parent would provide the non-custodial
parent with recognition of his contribution to the economic well-being of his children,
However, losing the tax deduction would decrease the amount of income available to the

_ custodial parent, unless guidelines were adjusted to take account of the tax transfer as well
An alternative would be to develop a mechanism to give a limited dependent deduction or tax
credit (o the non-custodial parent when child support is paid in full,

Alimony can be deducted from the non-custodial parent’s gross income, child support cannot.
Treating child support as taxable income to the custodial parent and allowing it to be
deducted from the income of the non-custodial parent may give that parent added incentive to
continue the regular and full payment of child support. Guidelines could be adjusted 10 take
into account the tax transfer so there would not be a decrease in the amount of income
available to the custodial parent.

The EITC allows only one parent to claim a dependent for deternmuning eligibility for the
credit and to be eligible, a parent must have contributed more than 50% of the child's
resources for the year. A less than full dependent deduction could be considered for the non-
custodial parent, This would target any change to lower income non-custodial parents and
would have no adverse effect on custodial parents.

Currently there is no uniform treatment of child support among AFDC, 851, Food Stamps,
Medicaid, etc, There are often cases of “double counting,” that is, child support is
considered income for the custodial parent and at the same time is counted as income
available to the low income non-custodial parent seeking assistance through a means-tested
program. A disregard of some or all child support when determining eligibility and/or the
size of benefit available to the non-custodial parent would take into account his provision of
support for dependentis outside the household.

Guidelipgs lssues
Immediate changes to current child support practices need to be made on order review and

adjustment to ensure the timely downward adijustments or order suspensions for low ncome,
chronically unemployed and underemployed non-custodial parents i order to avoid



Additionadly, a Child Support Guidelines Commission should be formed 1o address a series
of issues sureounding the current gu%ﬁg%iaa nrovisions, such as: correcting the high variances
in amounts of child suppors awards for parents with low-incomes; considering the costs for
extraordinary visitation and custody expenses; deciding whether a custodial parent’s income
should be consistently factored in setung child support orders; revisiting the forgiveness of
arrears in very hmited circumstances; determining the weight of second families when
estabilishing or reviewing an order; and considenng the use of penalties for late payments.

For the Low Income Non-€

There are low income non-custodial parents who are willing but unable to provide regular
child support because of fluctuations in employment patierns. Demonstration projects should
be funded to explore appropriate award establishment policy {or low-income and unemployed
non-custodial parents and explore alternative methods of child support such as non-cash
support and contributions, zero awards and suspended awards.



FINANCIAL INCENTIVES FOR NON-CUSTODIAL PARENTS

"Certainly we should make it easier for welfare mothers to become seif-
sufficient through earnings from work. We need 1o to do much more to assure
that there are enough jobs paying decent wages for women who want 1o work,
most welfare mothers prefer work to welfare dependency... But concentrating
on geiting unwed mothers off welfare and into the work force, we’re ignoring
the unemployment problems of young black men, who, if they had jobs, would
be able to marry the mothers of their children. Job prospects for young black

men have eroded so sharply that these men no longer have a place in urban
labor markets.”

--Sumner M. Rosen, New York Newsday, June 28, 1993

L. INTRODUCTION

This paper will examine various options for providing financial incentives to non-custodial
parents who pay child support in an effort to make the child support system more equitable -
for them. Essentially the “carrot" complement to the "stick” of increased enforcement
efforts, the proposed options atiempt to stgnal to non-custodial parents that they will be better
off financially if they play by the rules. The creation of financial incentives poses many
challenges, since playing by the current child support rules means the non-custodial parent

has less income for himself and any additional family he might have responsibility to
support.

None of the proposed options are designed to make things easier for those parents who will
not assume financial responsibility for their child(ren). The intent of this endeavor is to
positively reinforce the concept that both parents have a responsibility for the economic well-
being of all their children, not just for children who live in their household.

There are two competing rationales for providing financial incentives to non-custodial
paremts» The first is that of equity. Discussion around welfare reform and supporting family
independence includes options for making famities better off if they work and get child
support orders established than if they rely solely on public supports. For the most part,
non-custodial parents have not been included in Lhese discussions because they are not the
primary caretakers of the children. Often they are not even considered to be a part of the

family needing help, but rather a source of the family's problems. ©ne would argue that if



custodial parents will be rewarded for establishing support and assisting in enforcing support,
it would be equitable to acknowledge and reward the efforts of non-custodial parents paying
support. Additionally, if two-parent families and custodial parent families are rewarded for
working, should not a non-custodial parent who works and pays child support be betier-off as

well. He is, after all, providing support to his dependents through work, even though Jie and
his children do not live in the same househald.

The second argument for providing Onancial Incentives 10 non-custodial parents is thai they
might be more inclined to pay child support if they were rewarded financially for doing so.
This rationale assumes that in some cases positive economic incentives are more powerful in
inducing behavioral change than moral suasion, mandatory enforcement, or sanctions and
penalties. If this argument is coreect, one might expect less under the table payment of
support because the non-custodial parent would benefit more from the legal paymeat of
support. More full payment of support abligations would likely occur because full payment
would be a condition of receiving the incentives. Economic incentives might matter even
more 10 non-custodial parents with iow incomes since their abilit}; to pay is often limited,
Incentives, too, would make the child support system appear miore sensitive o their needs.
However, it is doubtful that any financial incentives would change payment bebavior in
situations when non-payment is the resull of exireme conflict between the parests.

1. CURRENT ENVIRONMENT
A. WHAT WE KNOW ABOUT NON-CUSTODIAL PARENTS

Dispite concern over the high levels of poverty in female headed households and the absence
of financial support by parents not living in the same household as their children, there have
beent no national studies to examine the characteristics of non-custodial parents and to
identify the determinants of child support payment. Some information is available from
about the non-custodial parents financial circumstances based on small studies and on
analyses of particular cohorts from national databases. In order o provide a contex: for the
distussion on financial incentives a summary of the financial circumsiances of non-custodial

partents ig provided below, A more complete summary of the {indings from recent studies
¢an be found in Appendix A.



Divorced non-custodial parents tend to provide more support and association with their
children than do never married non-custodial parents. However, there remain high incidents
of lack of awards and lack of compliance when there are awards. Faclors which are
positively assoctated with the probability of award establishment and with size of awards
include cases in which the non-custodial father is the party seeking to dissolve the marriage
(Peters & Argys, 1992); the length of time married (Sonenstein and Calhoun, 1988); and the
number of children born during the marriage {(Sonenstein and Calhoun, 1988).

Factors associated with lack of compliance with established awards include high levels of
conflict between parents during divorce (Peters & Argys, 1992) and the length of time since
the divorce and remarriage of the custodial mother (Sonenstein and Calhoun, 1988).
Remarriage of the non-custodial father is positively associated with payment co;ﬁpliance
(Sonenstein and Calhoun, 1988).

Virtually all of the literature on unwed fathers focuses on young, never married fathers, but
the lack of a consistent definition of who comprises the population makes comparisons among
various research findings difficult. As a group, never married, non-custodial fathers are
racially diverse, but are disproportionately found in African-American communities. They

tend to have poor academic careers and few job prospects (Watson, 1992; Smollar and
Ooms, 1988).

Most never married non-custodial parents are men who are at least 20 years of age, many
live with their parents (OQoms, 1990; Smollar and Qoms, 1988; Ooms and Owen, 1990) or
other relatives (Lerman, unpublished tabulations from the NLSY, 1993). Fathers of children
born to unwed, AFDC recipient teen mothers average about 21-22 years of age, 11 years of
school, and the tend to work sporadically, but at least part-time (Danziger, 1987). Only 18
percent of the fathers of children born to teen mothers in the U.S. in 1985 were in their
teens themselves (Radosh, 1990).

Only 18 percent of never married fathers have support orders established and only 14 percent
pay a?y formal child support. Yet NLS data show 41 percent of unwed fathers providing
some financial support for their children (Qoms and Herendeen, 1990). Those young never
married fathers who are involved with their children are thought to provide in-kind support at



a significant level.  It-seems that young never married fathers contribute significant amounts
of support to their children outside the official support channels {Ooms, 1990},

The earnings of never married fathers are lower than those of any other group of fathers, as
are their support payments {Mever, 1992). However, the earnings of many of these young
men do ncrease overtime (Meyer, 1992; Lerman,in Lerman and Ooms, 19893}, Men who
become fathers when they are {eénagars are less likely to pay any formal child support and
will pay less per payment at all ages than men whe defer fatherhood until after their teen
years. This is the case regardless of eamings (Pirog-Good, 1992).

The Urban Institute is currently in the process of analyzing the 1980 Survey of Income and
Program Participation {SIPP), in an attempt to develop a national profile of nonreustodial
parents and to identify fathers under age 21 who are paying and not paying child support for
their childrea. Fathers paying child support are identified through the Support for Nog-
Household Members Module. Fathars not paying child support are being identified through
the Fertility and Marital History Modules. Work 13 still underway to validate the sample
selection for the non-paying fathers and to compare the sample characteristics for both paying”
and non-paying fathers with other sources of data. Preliminary findings from this SIPP
analysis indicate that there is a substantial minority of fathers who are poor, especially
fathers not currently paying support. From this data it is estimated that about- 14 percent of
fathers, who did not pay support, have personal incomes below the poverty line for one
person and that 20 percent have incomes below eamnings from a full time, full year,
sinkimum wage job. For fathers under 30, the proportion with low incomes is greater, about
29 percent have incomes below the poverty level for one person and 335 percent have annual
earnings below that of a minimum wage job. (Sorenson, unpublished tabulations, 19%3) |

The SIPP is not an appropriate mechanism for trying to analyze the egtimated 15% of non-
custodial parents who are mothers, Because of the small size of this group, very few studies
have been underiaken about either non-custodial mothers or custodial fathers. Based on the
relatively scant information available non-custodial mothers appear less likely to be obligated
to pay support, to have about the same compliance rate as non-custodial fathers when
required to pay support, and to have more contact with their children than non-custodial
parents (Meyer and Garasky, 1991; Lester, unpublished tabutations from the 1990 panel-
Wave 3 of SIPP, 1997; Furstenberg, Nord, Peterson & Zill, 1893). Some have argued (hat
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because of their historic economic repression, chiid support policy should not require non-
custodial mothers to pay the same levels of support as non-custodial fathers. (Christensen,
Dahl, and Rettig, 1990). This argument could obviously be extended as well to certain
groups of minority non-custodial fathers as well.

s

B. TREATMENT OF CHILD SUPPORT UNDER CURRENT LAW

This section describes how payment of child support is treated under the rules of existing
means tested programs and the Federal income tax system. The treatment of support for

both the payor and the payee is discussed, including potential disincentives which may from
these treatments.

Child Support Treatment Under Means Tested Welfare Program

Most means-tested welfare programs consider the full amount of c¢hild support payments.
received by a household as income when determining eligibility and benefit levels. A few i
disregard some portion of the child support payment. The aim of programs that disregard a
portion of child support payments received is to encourage custodial parents to seek support
from non-custodial parents, thus offsetting Federal and state assistance costs. Such a
disregard is also believed to provide an incentive 10 the non-custodial parent because his
children will be better off if child support is paid, than if it is not.

Under current law, AFDC and SSI are the only means-tested programs which allow special
‘treatment of child support payments received in determining eligtbility and/or benefit levels.
Child support payments received are considered income when determining eligibility for
AFDC, but the first $50 of child support received each month is disregarded-in determining
benefit levels. SSI regulations exclude one-third of child support payments received from
income for eligibility determination. The remaining two-thirds of the payment is considered
"unearned income, the first $20 of which is disregarded in determining benefit levels. For
persons who receive SSI or AFDC or who are categorically eligible for either, Medicaid
eligi:mty is automatic. However, families which qualify for Medicaid services through the

medically needed provisions, have no disregard for child support received or child support
paid.

A
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For some years the Depariment of Agcculture has considered distegarding a portion of ¢hild
support payments recieved in determining eligibility and benefit levels for the food szaztz;;:z
progarm, The Clinton Adminisiration’s 1994 budget proposal included a provision (o
disregard the first $50 of child support received each month in the computations of food
stamp benefits. This provision was not included in the Omnibus Reconcilliation Act gﬁ 1593, “
presumably because of Congressional concern over the cost of the provision.

Just as child support received is counted as income for the family that receives it, chiid
support paid is also counted as income available to the family or individual that pays the
child suppart for purposes of determining eligibility and benefits in maost means-tested
programs, Although the amount of child support pad is considersd as part of income
available to the family or hosehold, the payee cannot include as part of his famaly or
househiold any dependents that are supported by the child support payment. If both the
custodial and non-custodial parent are low-income and applying for means-tested assistance,
the same child support payment is counted as income available to both the payer and the
payee, thus reducing the governments outlays for both family units,

The Clinton Administration included in its 1994 budget and legislative program a proposal 10
provide low-income non-custodial parents with some fiscal relief, The proposal excluded
from income for eligibility determination for the food stamp program of a portion of legally-
obligated child support payments, Congress passed 4 modified version of the proposal in the
Omnibus Budget Reconcilhation Act of 1993, The new legisiation does not change the
criteria for determining 'ciigibility for the food stamp program--any income used (o make
child support payments is included as income for the payer. However, for those eligible 10
recieve food stamps, child support payments will be deducted from income when calculating
the amount of food stamp coupons to be received. Again, cost was the primary consideration
for not excluding child support payments from income in determining eligibility.

Payment of child support can be easily viewed as a Jose-lose situation for non-custodial
parents with below or near poverty income. If they pay child support, their income is so
reduced that they cannot provide for their own basic needs {and those of any current family
or household members that they also support), Additionally, payment of support does not
lead to a better financial sitvation for their children living elsewhere, as many means-tested
programs veduce benefits on a doilar-for-dollar basis.  For the non-custodial parent paying



child support means that they are worse off and that their children are no better off,
(Furstenberg, Sherwood and Sullivan, 1992; Bassi and Lerman, 1593)

Tax-Treatment of Child Support and Dependent Deducrion

The Deficit Reduction Act of 1984 made some significant changes to the way child support
was treated in cases of marital dissolution (or non-family formation). The Act established a
different treatment for alimony and child support. In the case of child support, the tax
advantage is to the custodial parent. The non-custodial parent is responsible for all taxes on
the child support obligation and child support transfers are not considered income for the
custodial parent. The situation is reversed for alimony; the tax advantage is to the non-
custodial parent or paying ex-spouse. Alimony paid by the non-custodial parentfex-husband
is deducted from his gross income. The alimony is considered income to the custodial
parent/ex-spouse and she is required to pay any taxes due on that income. It should be noted
that alimony is awarded or agreed to in only about 15% of divorce cases, and that only 10%
of families with child support awards have alimony awarded as well. (Census, 1991) ‘

The Deficit Reduction Act also changed the treatment of the dependent deduction. The
dependent deduction is presumed to be available io the parent who had physical custody of
the child(ren) for the majority of the year. The claim to the dependent credit can be
transferred by the custodial parent to the non-custodial parent. The non-custodial parent
must attach a copy of the form releasing the custodial parent’s claim to the tax return.

Like the Federal Income Tax system, the Earned Income Tax Credit (EITC) only allows one
parent to claim a dependent for determining eligibility for the credit. The rules are even
more stringenf than for filing Federal taxes as the custodial parent cannot transfer the credit
by filing a form. To be eligible for the EITC a parent must have contributed more than 50%
of the child’s resources for the year. It is not clear how much the IRS scrutinizes the
allocation of child deductions, however, and it may be that as long as both parents do not file
for the credit, there is no real attempt to second guess the parents’ allocation of the
depemnt credit. Single individuals and childless couples (childless workers) are eligible for
the EITC under new provisions included in the Omnibus Budget Recounciliation Act of 1993.
The maximum amount that can be recieved is $306, and the income cut-off is $9,000 per

year, These credits due not come close to the credits available to families with children and
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the income cutoff 15 much lower. For one child familics the maximum credit is $2040 with

an income cut-off of SZL},’?&{}, The credit and income cut-off for families with two or more
children is stightly higher.

C.  CHILD SUPPORT ORDERS AND ABILITY TO PAY it
Many of the child support working groups will cover the issue areas discussed below, This
discussion does not atiemps to duphcate those discussions, but addresses the 1ssue specifically
from the view point of the non-custodial parent. Finding the proper balance of fairness for
the children, the cusiodial parent, and the non-custedial parent is very difficulf, but in the

long run the child support system will not work unless all affected parties perceive it as fair
and equitable, ‘ g

Guideline Amounts

There is the growing discrepancy among the states’ guidelines as they are applied to non-
custodial parents at the low and high end of the income distribution. Based on a comparison ~
of guideline resulis for families with different levels of incomes, a non-custodial parent with
an income of $8600 per year could pay 325 in child support or $327 in child support,
depending on the state in which they lived. (Maureen Pirog-Good, 1993) One of the
potential reasons for the discrepancy at the low end is that some states incorporate a self-
support reserve {for both parents) which is deducted from income prior to the application of
guidelines, If the income is below the self-support reserve, than a nominal support award s
set. Self-support reserves are based on the notion that an adelt has to have enough income
cover basic necessities such as shelter and food in order (o maintain employment. Seifs
sni}p-ort reserves are generally set no higher than the poverty level for a family of one, (See

Appendix B for information on states that incorporate a self-support reserve in their
goidelines.}

While there is some indication that award amounts for Jow income fathers have been
decreasing, studies of the relationship of income to support award amounts have found that
low income fathers pay a higher percentage of their income in support than do middle and
upper income fathers, {Census, 1988; Sonenstein and Cathoun, 1988} The analysis of the
1990 panel of the SIPP indicates that fathers with median wcomes below 310,000 pay 20



percent of their gross personal income in support, fathers with incomes betwees $10,000 and
20,000 pay 16 percent,. and fathers with incomes above $40,000 pay about 8 percent of their
gross income in child support. (Sorenson, unpublished abulations, 1993)

This inverse relationship between ability to pay and payment of support soay be indicative of
the tendency for guidelines to reduce the percentage of income owed as incomes rise or as
parents’ incomes are more comparable. It also may imdicate that low-income fathers are less
likely to have lawyers or any advocate for their interest within the child support system, and
therefore are more likely to have the guidelines more rigidly applied. An important limitation
of thig data however, is that it includes all levels of payment, much of which reflect child
support orders in effect before guidelines were made presumptive.

Presumptive guidelines may decrease the proportional difference in support across income
levels. Simulations on state guidelines have indicated that the burden on' non-custodial
parents is relatively similar across income levels, For example, non-custodial parents with
incomes of $15,000 and custodial parents with incomes of $10,000 paid from 15% to 35% of
income (depending on the State}, compared with 17%-33% when the non-custodial parent -
earned $30,000 and the custodial parent earned $15,000, and 16% to 31% when the noq-
custodial parent earmed $35,000 and the custodial parent earned $25,000. (Lewin/ICF, 1990)

Offsets o Guidelines for Extraordinary Visitation and Cusiody Expenses

Twenty~seven states allow for deduction of extragrdinary or extended visitation or joint
custody expenses as a deviation from child support guidelines; a few other States allow high
vigitation expenses to be deducted before guidelines are formulated (Arnaudo, 1993). [
would seem fair to allow non-custodial parents who have extended umes with their children,
or who live long distances from their.children, o have their expenses taken into account
when formulating the guidelines. (Lewin/ICF, 1990; Williams, 19873, On the other hand,
such allowances should only be given when visitation or joint custody is actually exercised,
It would be undesirable to allow non-custodial parents to use visitation and custody to erode
suppart amounts if not fully justified. (Getman, 1986)



Counting the Custodial Parent’s Barned Income In Grddelines

The Current Population Survey of 1989 indicates that 70% of women with children from a
non-custodial parent worked some tme during the year. 56% worked at full tme

jobs, 43% worked for 50 to 52 weeks during the year, 14% worked part time, and aﬁ@z
30% did not work at all. {Census, 1991) A study by Suzanne Bianchi and BEdith McArthur,
L5, Bureau of the Census (15%0) indicates that income of mothers, even those who do nat
re-arry raises over time after divorce and separation.  Yet, for the 15 states that vse the
"percent of income”  guidelines, custodial parents’ income in not considered in the
guidelines,

Retroactive Support Establishment

Retroactive support establishment means setting the start of the support obligation back to the
date of a child’s birth in non-marital situations or to the date of marital szparation or
dissolution even if ro action o obtain paternity and/or support was taken uslil & much later
time. Generally speaking, support obligations and modifications are only refroactive back to
the date that the custodial (or non-custodial parent) filed a petition with the court {or
administrative agency) for establishment or modification of an order of support. (See
Appendix C for a breakdown of state law and practice.)

Reiroactive establishment of support is most {requently sought in AFDIC cases, when the
state is the beneficiary of such support arrears. The state and Federal rationale for such
support action is that AFDC costs would have been avoided or reduced if the non-custodial
father would have been paying his share of support. There are several potential problems
associated with refroactive establishment of support, Support paid for periods prior to AFDC
receipt may be used to offset the repayment of public assistance costs, rather than the costs
incurred by the mother durning the period.  Additionally, there may have been no previous
interest of attempt by the mother to obtain the support; the non-custodial parent may have
been providing in-kind or informal support but have no record of such aciions; in some states
the father may have been denied standing to pursue paternity without the consent of the
mother; or the father may have becn asked by the mother o stay away from her and the
child, (Mellgren in Lorman and Qoms, 1993)



The practice of establishing retroactive support has been uphield by the courts which have
ruted that even a private agreement between the parents regarding non-pursuit of support
does pot preclede the government from secking such support on behalf of the child {even if it
is the government who will actually receive the payment}. However, this practice adds to the
distrust low-income men have of a child support system which appears fo be interested in
their roles as fathers only when federal benefits have been paid and can be re-

couped. (Furstenberg, Sherweod, and Sullivan, 15892)

Non-Cash Support/Contributions

Allowing nen-cash support as a substitute for cash support has been vigorously opposed by
Child Support Enforcement {CSE) program operators and managers, This Qpp@iif.};ien stems
from two concerns: first, cash support is what families need most and second, how to
mcmitor or enforce such contributions. '

Advocates of informal, non-cash ¢hild support schemes, especially those who work with
young families, believe that such non-traditional child support obligations strengthen the
father's commitment o support his child, even when the father has no income. The father’s
interest in parenting may contribute to both the child’s sense of worth and the father’s
willingness to pay cash support when he does find employment. There is also the feeling
that this type of child support flexibility would make it easier for programs providing
services to young men o form positive working relationships with ¢hild support agencies.

While it may be difficult for the CSE program o monitor these kinds of arrangements, there
may be ways of combining such requirements within the framework of other services needed
by young fathers. For example, a non-cash support arrangement could only be awarded by 2
court or administrative agency if there were an alternative program that could provide the
needed case management services for the CSE agency, (OCSE, 1990 and Pirog-Good in
Lerman and Qoms, 1893}

Downwerd Adjustments and Order Suspensions

Downward adjugtment and order suspensions are af the heart of many of the coaflicts
between custodial and nos-cusiodial parents and their respective advocates. At one exireme,
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custodial parents’ groups contend that most nor-custodial unemployment is short term or a
deliberate attempt by the non-custodial parent to avoid paying support; therclore, no adjust-
ments in the amount of support should be made to take such reductions in income o
account, At the other extreme, non-custodial groups maintain that most unemploy-
ment/underemployment is beyond the control of the non-custodial parent and immediazgw
action should be taken to suspend or reduce child support orders as soon as there is a
reduction in earnings. The custodial parent maintains, "the children still need to eat”; the
non-custodial parent couniers with "I can’t pay what [ don't have”, Both are correci,

The current federal rules on downward adjustment for IV-D are clear--downward adjustroents
must be made if a reapplication of the guideline indicates a substantial reduction in support.
A substantial reduction is usually measured by a percentage change or a dollar amount. Such
reviews do not have 10 be made more freguently than once every two years and states can
cstablish numerical thresholds which have to be met before any adjustment will be made.

Because these [V-D requirements will first go into effect in the fall of 1993, it is oo soon o
say how states will make such adjustments. To date, some state officials as well as many
child support managers and line workers have been opposed o pursuing downward
adjustments on the basis of phiif,}so;'}hic and ethical concerns.

There are three issues in the states™ handling of downward adjustments which should be
addressed:  the first is whether there should be a minimum elapsed time at reduced or no
ineome before a reduction in support can be sought. Most spells of unemployment are short.
For example, in June, 1993, the median time of unemployment was just over 8 weeks,
according 10 the Bureau of Labor Statistics. It may not make any sense 1o require states (o
reduce support orders for shart term spells of unemployment, especially since many
individuals would have unemployment compensation or some fungible asset that could be
used to cover living expenses. ficould be argued that a morigage or car payamtent 1sn't
reduced when income is reduced, so neither should child support.  Unfortunately it isn't
possibie to tell in advance whether any given spell of unemployment s the beginning of a
short spell or a long speil.  For those with few assets or no unemployment insurance--it
might not take fong before significant arrearage would begin o accumulate.



The second Issug ussaciated with downward adjostment is whether there are ever
circumstances under which the award should be suspended, rather than reduced to the
minimum support payment. Currently, most staes have established a minimum order of
anywhere from 3235 to $100 a month, While minimum orders reinforce the notion that
parents have an on-going responsibility for meeting the needs of their child{ren), such
minimum amounts may do little for either parent or ¢hild #s a way of mesting those needs.
For example, if some one is in prison for 5 years, even a $25 a month award will become a

substantial ($1500) afrearage, especially since post-prison employment is often not easy to
find and keep.

The third issug is how to differentiate voluntary from involuntary unemployment. While
most spells of unemployment may be involuntary, there are some non«»cusmdiai'»]ja:ents who
will quit their jobs 1n order lo avoid paying child support,  Downward adjustments in support
order amounts which are too easy to obtain may encourage, rather than discourage such
behavior. It may, however, be very difficult to correctly separate into distinet groups the
non-custodial parents who avoid paying child support by voluatary unemployment from those
whose unemployment stems from low skills and poor werk habits,

Arrecrs

Closely related to the issue of downward adjustment is the 1ssue of arrears. Arrears result
from the non-payment of some or all support which is due the custodial parent. Nearly all
studies on the determinants of support link ability--either in terms of total income or
employment--with child support payment compliance. This does not mean that all high
ncome fathers pay all the support which is due or that most low-income fathers don’t, Since
the availability of income is closely related to payment compliance, it is critical that
downward adjustments be processed in 2 timely fashion so that the accumulation of arrears
¢an be minimized. Note that at least one study (Peters, 1992 indicates thal many couples
make informal adjustments to the support order based on (he current financial circumstances
of the parties, Such informal adiustments are not possible when support is paid through the
courlor the IV-Dy system.

Federal law precludes the retroactive reduction of arrears for any reason. Several years ago
in a Michigan case, the court ruled, based on a federal Yaw, that the obligor was required 1o
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pay all child support arrears to the obligee, even though the obligor had one child in his
custody during the period that the arrears accumulated. (Upton, 1990)

While federal laws continue to be proposed and enacted to eliminate any loopholes that may
remain in the laws prohibiting retroactive modification of arrears and the discharge of arrears
during bankruptcy proceedings, advocates for low income fathers have begun to question
whether a totally non-discretionary policy on arrears really makes sense. These advocates
indicate that states are not very timely in processing downward modifications. The presence
of large arrearage acts as a disincentive to fathers’ cooperation with and participation in the
child support program, as does the knowledge that these arrearage payments will not go
directly to their families, but will in fact go to reimburse the state (in AFDC and former
AFDC cases). (Furstenberg, Sherwood, and Sullivan, 1992)¢This might not be thé right éite)

Timely Payment

One of the constant complaints of the custodial parents is that payments are frequently late.
Yet few states impose penalties for late payments. Some sort of financial incentive may be
appropriate in order to reward timely payments.

Second or Step-familics

The number of step-parent families and second families is very large and growing. The
number of remarriages among non-African American men and women is dramatic--half of
the divorced women remarry within 5 years; 66% within 12 years’ Almost 80% of the
divorced men have remarried within 10 years. (Folk, Graham, and Beller, 1992)

Most states factor in pre-existing child support orders when assessing new child support
orders, but few take into account step families, second families or new spousal income.
Only 19 states have guidelines which reflect the needs of subsequent biotogical or adoptive
children, step-children and second families; two states which take the subsequent spouse’s or
adult household partner’s income into account (Amaudo, 1993). Recent HHS studies
indicate that additional children and additional spouses make a significant difference n the
financial burden sharing of children. (Lewin/ICF, 1990; Betson, 1990)



Multiple Orders in Effect

Due to interstate child support enforcement activities, il 1s possible for muitiple orders for the
same child{ren) lo sometimes exist simultancously in different states, causing complications
for somwe fathers who have moved out of the state of origina) jurisdiction. This problematic
situation can oceat because there is no provision for exclusive jurisdiction in child support
cases. While it would be unusual for amounts paid under the lesser of the two obligations o
be given credit toward the fulfillment of the obligation under the higher order, the difference
between the two orders can still aceumulate as an arrearage, even if the lower order is the
most recent action.

I, QPTIONS

Options must be developed that increase the faimess and equity of the child support system,
There is wide-spread agreement that both parents are fipancial responsible for their children,
even if the family no longer functions {or sever functioned) as a single sconomic unit. The
child support system has become progressive tougher on non-custodial parents who refuse to
take their responsibility to their children seriously and willfully do not support their children.
At the same time parents who live with their ¢hildren, gither in single or two parent
household have been provided a sigificant financial resource, the Earmed Income Tax Credit,
to help insure that families that work are not poor. However, neither the "stick” approach
increased enforcement nor the "carrot” approach of the EITC has given due consideration 1o
helping the non-custadial parent who wants to do the right thing, but cannot because of his
own wnpoverished circumstances.

A. DISREGARDS IN MEANS-TESTED PROGRAMS

There is a general issue 10 be considered when considering the treatment of 1ncome
transferred between individuals because of a child support obligation. Maost federally
mandited means-tested programs consider child support paié as income available 1o the pon-
custodial parent when determining his eligibility, and aiso consider the same child support as

income to the custodial parent when determining ier cligibility for benefits.



Additionally, sion-custodial a parent cannot laiot children that do not reside in his or her
current household as depeadents, even if child support is paid. This policy benefits the
federal and state government, in that the government double counts the amount of the child
support payment for the purpose of determining eligibility in any means-tested programs.
Any change in palicy will inttially, at least, increase government spending through a state
and/or federal subsidy for the child support obligor. Under the current ¢hild support system,
this subsidy would be relatively low, because child support enforcement programs have not
vigorously pursued non-custodial parents with little or no income.

Less than two percent of noncustodial fathers paying child support participate in any means
tested programs. For non-paying fathers the rales due increase with almost 9 percent
particpating tn food stamps and six percent participating in AFDC, 8§81 or General Assistance
(Sonensen, 1993). However, the income distribution {or non-paying fathers contains a
higher proportion of fathers with incomes under $10,000 per year and presumably more of
these fathers would be eligible to participate in seme of the means-tested programs.

One option for providing some financial iscentive or equity to low-income non-costodial
parests would be to disregard some or all of child support paid when determining ehigibility
and/or the size of beeefit available to the non-custodial parent. This would be a particulatly
salient feature to invorporate into any program that provides a disregard of child support
income received by the custodial parent. The argument in support of this policy conteads
that if child support income, actually available to the custodial parent, is disregarded,
shouldn’t 4 comparable amount of inceme not available to the non-custodhal parent for use by
his current family or household also be disregarded. This is the easiest option (o understand,
and has a symmelry vig-a-vis the custodial parents’ disregard, which is appealing.

A secand option would be to allow the non-custodial parents to claim a share of additional
family or household members when ¢hild support is fully paid. In other words, if child
support 18 fully paid, allow the non-custodial parent to claim children he supports as
dependents for income tax purposes. However, since the cusiodial parent expends a greater
share of her income on the children than the non-custodial does (if one considers only the
guideline transfers) a full or equal share division of the deduction piight nol be equitable,



While this notion may more accurately reflect the financial realitics of family break-up, that
is, the higher cost of raising children when two households need (o be supported without
fowering the standard of hviag, the notion of giving some families credit for more :
dependents than they actually have bebween them may raise concerns about two-household
families being made better off than two-parent single household families.

It should be noted that a practice similar 0 this is not new to the child support enforcement
systern.  Under current interstate procedures, the Federal Government pays incentives on the
same collection twice, first 1o the swate where the non-custodial parent lives and the support
is collected and a second time in the state where the cusiodial parent resides and the support
is distributed,

B. CHBANGES IN THE TAX TREATMENT

Prior to the Deficit Reduction Act of 1984, courts were able to award a family maintenance
benefit which combined alimony and child support into a single benefdt, but for tax purposes
was treated as a deduction to the income of the non-custodial parent and as income (o the
custodial family. It was believed by some that this tax-advantage o theé non-custodial parent
made him more willing to pay support. [t did, however, increase the tax burdes of the
custodial parent, although the amount of taxes paid by the custodial parent on the income
would be less than the amount of taxes paid by the non-custodial parent because of the
typical income differential between men and women’s earnings, It has been suggested that
one simplification, which would be immediately helpful to any non-custodial parent who
earned enough income to file taxes, would be to treak child support the way alimony is
treated, that is, © allow it as a deduction to the income of the non-custadial parent and treat
11 as income for the custodial parent. This may, however, decrease the amount of income
avatlable to the custodial parent. Half of the siates use after tax income for setting the child
support amount so there may be little decrease in the actual amount of the award. However,
there would still be 2 reduction in disposable income unless the award levels were increased
to take into account the payment of additional taxes. (See Appendix D for the income base
usaff m'campu{jng award amounts) Non-custodial parents’ groups may find this acceptable
since the amount of the increase in child support transferred would generally be less than the
amount of {axes atiributable to the child suppost payment under the current gystem.
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An alternative o the above option would be 10 develop a mechanism to give some type of
dependent tax care deduction or credit 1o the non-custodial pareat when child support is paid
in full, COne ¢ould either develop a pariial deduction, such as 50% for one child, 60% for
two childres, ¢ic, or one could give a tax oredit modeled along the child care ax credit,
where a percestage of the amount of child support paid is provided as a tax crec‘iii which
decreases as ihe non-custodial parents income increases.  This option need not affect the way

child support is currently treated for the custodial parent.  Child support trangfers could still
be tax free,

A more targeted version of the second option, providing a partial dependent deduction for the
non-custkiial parent, could be developed solely for purposes of the EITC. This would give
low-income non-custodial fathers greater access to the EITC than they currentlyhave. Many
poor pon-custodial parents are not qualifying household or family heads for substantial
periods of time that they could {or should) be paying child support. Or if they have a second
faraily, there is no recognition of their support for their children living elsewhere. Again,
one would want to give less than a full dependent deduction to the non-custodial parent, since
one would not want to reduce the dependent deduction to the parent with primary
responsibility for the child’s well being.

All of these tax options assume that any credit for child support paid would be dependent en
the full payment of child support due. This would require that child support agencies or some
other entity send 1o the non-custodial parent the same kind of notification regarding amounts
due and paid that they are required to send to the AFDC custodial parent. A possible side
benefit of such a scheme might be an increase in the willingness of nonscustodial parsats to
have their child support payments tracked by a government entity 30 they could receive free
verification of their payment compliance for tax-purposes.

The costs and benefits of these options have not yet been estimated. The cost inciude lost
tax revenue to the federal and state goveraments and the additional taxes the the custodial
parent would pay if the overal} tax treatment were changed. The benefits include reduced tax
burder for the non-custodial parent, increased receipt of child support for the custodial *
parent, and some polential welfare cost avoidance for the government, The goal will be to
find some options which provide real incentives 16 e non-cusiadial parent while not
substantially reducing tax revenuies or suppori available for cusiodial parents.
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C. CHANGES TO THE CBHILD SUPPORT SYSTEM

The following are examples of what can be changed in the current child support systan to
ameliorate some inequities.

Guideline Amounts

The Department is able to use its regulatory authority to Tequire states to include certain
types of provisions in their guidelines. One such possible requitement would be the
inclusion of some type of seif-support reserve in the guidelines. The negative side to this
proposal is that it would reduce the amount of support due to low-tncome custodial parents
{sssuming no other changes in the guidelines,) On the positive side, 1t would sﬁaw the
government’s recognition that non-custodial parenis have a minimum level of basic needs
which must be met if they are to maintain employment to sltimately pay child support, and
thus play by the rules.

An importtant consideration would be to compare the effect of mandanng a self-support
reserve with the effect of expanding the EITC to non-custodial fathers, Both have the

capacity (o increase the income of poor fathers and to provide additional incentives 1o work.

However, the self-support reserve may cause a greater reduction in child support transfers,
A self-support reserve s eurrently in effect in about 21 states.

Offsets 1o Guidelines for Extended or Extraordingry Visitution/Custody Expenses

The Department could use its regulatory policy & require Siates to take into consideration
extended custady and visitation periods or extraprdinary expeases associated-with custody
and visitation, such as long distance travel, when formulating guidelines. Such provisions
should be taken into account before arriving at guidelines and child support orders, Of
course, if the visitation or custody is not exercised as promised or a5 stated, such discounts

should be revoked.
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Counting the Income of Custodial Parenis in Develpping the Guidelines

The Department could use its regulatory powers to require all Siates 0 count the income of
custodial parents when computing child support guidelines. This would principally affect the
15 States with "percentage of sncome” guidelines. States could also be required (o consider
imputation of a wife’s income where she is voluntarily unemployed or underemployed.

Rewards for Timely Payment

The Department could require states to utilize late payment penalties or structure guideline
amounts in such a way as fo encourage timely payment. This would not affect employers
and wage withholding since these payments are already made in a timely fashion” Current
tegistation allows for late payment fees.

Second and Step-family

When computing child support order amounts, states should be required o take into account:
1) subsequent bintogical or adopted children, 2) subsequent step-children, 3} subsequent
financially able spouses of both the custodial and non-custodial parents, This would apply to
initial order defermination and review/modifications,

Retrooctive Establishorent

Advocates for low-income fathers and minorities have expressed concern that the child
support sysiem treats low-income fathers more harshly than other fathers. This perception
comes in part because states often have special rules for AFDC cases, which seek to
niaximize the state’s recoupment of AFDC benefit costs. For example, prior to the current
guidelings” requirements several states set the ¢hild support obligation for AFDC cases at or
near the AFDC benefit level, regardless of the father's ability to pay. Retroactive
establishment, which is most prevalent in AFDC cases, 15 another example of such
differential treatnient,

The government could develop a standard (which would most tikely require legislation} so
that states could not treal non-marital cases differently from marsial child support cases.

20



For example, if it is routine practice or stale law to petition for retroactive child support back
to the date of birth instead of when action was sought in palernity cases, then the sinte would
have to petition for retroactive child support back to the actusl date of separation, not the
date of when action was sought in marital cases.

Non-Cash Support/Contributions

Opposttion 1o non-cash support may be sirong enough that it would be difficult to require
that all states include such an option in their guidelines. However, it may be possible (o ask
stafes 1o incorporate Ao option in their guidelines which would allow non-cash support when
it is ordered in conjunction with the non-custodial parent’s participation in a program which
will monitor the parent’s compliance with the support prder and advise the court/state when
the obligation is not being met. This would reduce the burden of the court and/or 1V-I)
agency in defermining compliance with the order, It would also provide an oplion for the
courts for fathers who want to remain involved with their ¢hildren but are truly unable o
provide cash support, Note that this would compliment the implementation of a self-
sufficiency reserve,

Downward Adjustments and Order Suspensions

Federal law and reguiations already require that downward adjustments be made when
appropriaie under the state’s guidelines. As noted previously, it is too soon to determine
how this requirement will be implemented. It may be that this would be an arca where we
might want to fund some additional demonstrations to see if we could improve the speed at
which adjustiments arc processed. 'We might also want to work out some kind of agreements
or accommodations with courts so that there could be administrative suspension. of (judicial)
orders for participation in certain types of employment, training and rehabilltation programs.
Lack of flexibility of this sort has been a problem in the veluntary component of the Pacent’s
Fair Share Program, ‘

Arrears

Arrears forgiveness is a very politically seasitive issue, Custodial parents have fought long

and hard o eliminate what used to be a very common judicial practice of arrearage
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forgiveness, However, there may be room to build in some judicial or administrative
discretion in very limited circumstances. It does not seem 1o serve any purpose for non-
custodial parents who are in prison, mental institutions or drug treatment programs (o
accumulate child support arrearage. It would seem that whether or sot an award had been
downwardly adjusted in a timely manner, judges should have the discretion 1o forgive such
arrearage, at least for the period of any institutionalization which lasts for more than 30
days. Note that the review and adjusument demonsirasions tended to terminate as
inappropriate for review, cases where the non-custodial parent was incarcerated or
institutionalized. Arrearage forgiveness should not be automatic.  One might aot want Lo
forgive any arrearage accumulation, for example, if the father is in prison for non-payment

of support or if the father is known to have assets which could be used o cover the support
obligation. ok

Muliiple Qrders

The proposed UIFSA legisiation would require that there be single exclusive jungdiction for
any child support order. If adopted by all states, either under Federal mandates or
voluntarily, the issue of multiple concurrent orders would disappear. In general it makes

sense aderinistratively o support the idea of only one child support obligation covering the
same children being enforced at any one time,

V. STRATEGIES FOR IMPLEMENTATION

There are three basic strategies for implementation. The first is to pass national legislation
-requiring all states to conform to a set sederal policy. This strategy should be considered for
items which are proposed based solely on grounds of equity or uniformity and where budget
considerations are marginal or considered irrelevant. A second strategy is 1o look to new
state-wide demonstrations, as well as the evaluations of existing demonstration projects, to
determine which conditions or program elements provide incentives to pay suppott Or
ingrease equity in the child support system.  Those demoastrations would be especially
important in determining potential costs and observing behavioral effects. Issues which may
ultimately affect guideline would be good candidates for this strategy. Lasily, a strategy
could be developed for the creatian of smal) scale demonstration projects for any programs
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which may be considered too controversial or (00 expensive to implement without a
satisfactory pilot run. Such small scale demonstrations may provide key mformation on
which incentives elicit positive behavioral responses from non-custodial parents.

The above strategy for testing incentives i1s based more on considerations of budget
imphications than equity issues. It must be noted that making some national changes which
increase the perceived equity (or protection} for men who pay child support, especially for
men with second families to support and for those who are so low income that they ¢an
barely support themselves, could produce significant changes in the perception of the child
suppart system by non-custodial parents, The strength of the child support system mast in
part be based on parents’ willingness to voluntarily comply, and that compliance depends on
both custodial and non-custodial parents’ perceptions that the system is fair and €quitable to
all parties,

¥1. RECOMMENDATIONS

Developing child support policy poses many challenges, given that there appear 1o be three
categories of non-custodial parents: those who do, those wheo can’t, and those who won't
pay child support. Enforcement policies were designed to force payment of child support
and cast a wide net, that is, these policies affect all parents who do not pay, regardless of
ability or motives. Policies which have not been able to make the distinction batween
irability and unwillingness have praduced a child support system that, at times, can seem
punitive--particalarly to the low income non-custodial parent. It is time 10 take a look at
those who do oot pay, determine why they do not pay and develop policies decordingly.

Certain aspects of the current system harbor ineguities for non-custodial parents--ineguilies
which may affect the way non-custodial parents jrerceive the system and may even serve as
disig&;ﬁives for the timely payment of child support. While some issues of unequal
treatuent spring from the lack of uniformity in guidelines and mmpact all non-custodial
pargnty, other eguity issues stem from economic and societal situations which primarily affect
lawer income non-custodials,
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Policies need 1o be adopted which pinpoint sources of inequity and are sensitive (0 conditions
which may contribute to the non-custodial’s inability, but not necessanly unwillingness,
pay child support. New policies should positively reinforce those who provide support and
play by the rules. However, just as it is unfortunate that current enforcement policies
negatively impact non-custodials who are irying to do the right thing but may not have fhe
economic or personal resourees to do so, we must be careful that new policies do not
mnadvertently reward those who willfully do not support their childrea.

Recommendation:

Non-costodial parents who play by the rules through full payment of child
support due should be provided positive reinforcement through changés to the
Earned Income Tax Credit or to the current tax treatment of child support.

Low income non-custodial parents who pay child support but do not meet the other Earned
Income Tax Credit requirements could benefit from even a partial sharing of the credit. The
EITC allows only one parent to claim a dependent for determining ehigibility for the credit
and to be eligibie, a parent must have contribited morce than 50% of the child’s resources for
the year. Custodial parents cannot transfer the credit to the non-custodial parent. Many
single, low-income non-custodial parents de not qualify for the EITC because they do not
meet the houschold requirements.  Additionally, if the low mcome non-custodials have 4
second family, there is no recognition of their support for their children living elsewhere.
We propose 2 less than full dependent deduction be considered {or the non-custodial parent
and that there not be a reduction in the dependent deduction to the parent with primary
responsibility for the children,

Treating child support as tazable income to the custodial parent and aflowing it to be
deducted from the income of the non-custodial parent, may give that parent added incentive
to continue the regular and full payment of child support. Guidelines couid be adjusted to
- take into account the fax transfer so there would not be a decrease in the amount of income
available to the custodial parent, In a similar vein, the dependent deduction 13 presumed ©

be available to the parent who had physical custody of the child for the majorty of the year,
although i can be transferred o the other parent, A miechanism could be devedoped to give
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soine type of shared or partial tax credit deduction to the aon-custodial parent wher child
support is paid 1n full, without affecting the custodial parent's disposable income.

Another option would be a tax credit modeled along the ¢hild care tax credif, where a
percentage of the amount of ¢hild support paid is provided as a lax credit which decreases as
the non-cusiodial parents income increases. This option would not affect the way child

support ig currently treated for the custodial parent.  Child support transfers would still be
tax free to the custodial parent.

Recommendation:

Fund a combination of large amd small demonstration projects to iz‘:;;;)iere
appropriate award establishent policy for low income and unemployed non-
custodial parents, Alternatives to be explored should include: non-cash support
and conteibutions, zers awards, and suspended awards,

There are low income non-custodial parents who lack the means of providing even small
amounts of regular manthly support because of fluctuations in employment patterns. There
1s also a group of non-custodial parents who have the abilify to pay but are able to "cover
up” their earnings or are voluntarily unemployed. The key is to be able to "smoke out”
those parents who are intentionally hiding income. One way would be te offer opportunities
for the non-custodial parent t¢ "work off” their support order. Those operating in an
underground economy or receiving wages "under the table” would not want to forego hidden
income and would very likely come up with the support they owe. If this method allows the
distinction to be made between the unwilling and the unable, a zero or suspended award
could be issued for the non-custodials unable to find and maintain employment. When there
is no way to clearly distinguish between the two groups, there are few gptions available
except to set a minimum amount of support to be paid. For those who truly ¢annot pay, this
results in an corealistic accumulation of arrears.

Demonsiratior projects which allow non-custodials to earn “credit” or “work off” their
support arders also bave the capability of explonag ways noit-cash support and other
informal arrangements can be used to enable the low income non-custodial pareat to provide
support, Monitoring informal arrangements could cause sn admimistrative nightimare for the
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current child support system. However, programs designed for job placement, training,

parenting and the like could make monitoring non-cash contributions part of the program
design.

Recommendation:

Through legislation and regulation, create uniform treatment and consideration
of the non-custodial parent’s full payment of child support in means-tested
programs.

Currently there is no uniform treatment of child support among AFDC, SSI, Food Stamps,
Medicaid, etc. There are often cases of "double counting," that is, child supporf is
considered income for the custodial parent and at the same time is counted as income
available to the low income non-custodial parent seeking assistance lhroiigh a means-tested
program. The population of non-custodial fathers affected by this current policy 1s relatively
small but it is a particularly vulnerable group. Survey of Income and Program Participation
(SIPP) data identifies only between one percent (AFDC) and eight percent (Food Stamps) of
fathers paying child support that participate in any means-tested programs.

There needs to be a disregard of some or all child support when determining eligibility
and/or the size of benefit available to the non-custodial parent. There are two arguments in
support of this policy. The first is that if child support income, actually available to the
custodial parent, is disregarded in whole or in part, should not a comparable amount of
income not available to the non-custodial parent for use by his current family or household
be disregarded as well. The second argument is that income cannot be available to support
two households simultaneously. To consider it as income for the custodial parent, it must be
unavailable to the non-custodial parent for the support of his current household.

Recommendation:

Change the parameters of establishing retroactive support.

Retroactive support cstablishment means setting the start of the support obligation back to the

date of a child’s birth in non-marital situations or to the date of marital separation or
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dissolution, even if action to obtain paternily and/or support was taken at a much later daze,
Retroactive establishment of support is most frequently sought in AFDC cases when the state
i3 the beneficiary of such support arrears.  Advocates for low income non-custodial parents
and minarities have expressed concern that as a result of this policy, the child support system
m effect treats low income fathers more harshly than olher fathers. This perception comes in
parl because states often have special rules for AFDC cases, which seek 1o maximize the
state’s recoupment of AFDC benefit costs.  This effort to maxinuze recoupment results in
almost unbounded arrearages for the low income non-custodial parent, The NCP
recommends that the date of filing for support action should be used as the earliest date for
which retroactive support ¢an be awarded,

Recammendation:

That existing child suppert enforcemnent be improved to ensure:

o the timely downward adjustments or order suspensions for low income,
chronically unemploved and underemployed non-custodial parents; and

0) that the problem concerning jurisdiction in interstate cases be corrected by
supporting mandatory passage of UIFSA by all states.

Downward Adigstmenis

Current methods of making dowoward adjustments, when a loss of income involves a
reduction to support orders, can take a long time to process. In the meantime, the non-
custodial parent builds up an arrearage which in many cases can be s0 overwhelming it
becomes a disincentive for further payment of support. Downward adjustments must be
handled in 2 timely fashion o avoid the problem of arrearages,

{t m&nez make sense, however, 10 require states o jssue downward adjustments for short
spells of nnemployment, especially since many individuals would have unemployment
compensaticn or some fungible asset that gould be used o cover living expenses,

This change in policy would also be able to correctly separate into distingt group the non-
custodial parents whe avold paying child support through voluniary usemployment or
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working 1 the underground economy from those whose unemployment stems from low skills
angd poor work habits. {see recommendation 2 for possible remedy)

e

There are several instances in which the same child support case is active in more than one
state sinultaneously, causing problems with arrearage and timely responses 1o other
enforcement issucs. This problematic situation can accur because there is no provision for
exclusive jurisdiction in child support cases. Passage of UIFSA would eliminate problems
rasulting form junsdictional conflicts.

Recommendation:

That there be as established a Child Support Guidelines Conunisgion to address
the inequities resulting form the Iack of consideration of the economic

consequences of ehild support guidelines on non-custodial parents and their
families.

The Guidelines Commission should consider the following issues.

0 Determine what, if anyihing, ¢an be done about the variances in amount
of child support awards caused by inconsistencies in state guidelines,

While there are now untform guidelines within each slate, there are still vanances among the
states which can cause dramatic inequities. For example, some states incorporate self-
support reserves when establishing awards, others do not. It is therefore possible for non-

custodial parents with identical incomes and number of children to have widely varying child
support orders.

o Determine whether offsets to guidelines are needed for extraordinary
visitution and custody expenses,

Some noo-custodial parents who have children for long periods of time should have

additional incurred costs taken into account in terms of amount of support owed, Dxamples
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of visitation expenses include cost of transportation, acuvities and child care for extended
visiis, oo, There is also an issue of flexibility, too, in thal there are somethmes informal
exchanges of custody beiween pareats, There bave becn cases in which the non-custodial
parent accumulated an arreasage for a time in which the child was in his physical custody.

8 Determine whether a custodial parent’s income should be consistently
factored in setting child support orders.

An {}V{zrwheimiag rajority of custodial parents work and their income rises over Hine.
States could be required to count the income of custodial parenis when computing child
support guidelines. States could also be required to consider imputation of a wife's income
where she is voluntarily vnemployed or underemployed.

o Revisit the isue of forgiving arrears in very limited circumstances, For
exariple, cases in which the non.-custodial has low or no inconte.

Currently federal Iaw precludes retroactive reduction of arrears for any reason. However,
there may be room 10 build in some judicial or administrative discretion in very limited
circumstances. Por example, it does not seem {o serve any purpose for non-custodial parents

who are in prison, mental institutions or drug treatment programs 1o accumulaie child support
arrearage.

0 Determine what weight the financial demands of second families should
have swhen establishing or reviewing a child support order.

The number of siep-parent families and second families is very large and growing. Most
states factor in pre-cxisting child support orders when assessing new child support orders, but
few take into accourt step-families, second families or new spousal income. About 19 siates
have guidelines which reficct the needs of subsequent binlogical or adoptive children, step-
childri®Tand second families: two states which take the subsequent spouse’s or adult
household pariner’s income into account,



0 Ceonsider the treatment of Iate child support payments.

A constant complaint from custodial parents is that child support payments are frequently
late. Some states impose penalties for late payments, as many creditors do for other debts,
Another option would be te encourage trimely payment with some sort of incentive,

Draft Final
Revised 9/24/93
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Appendix A

What Do We Know

About Non-Custodial Parents

By Colleen Laing



WHAT DO WE KNOW ABOUT NON-CUSTODIAL PARENTS
WHO FAIL TO SUPPORT THEIR CHILDREN?

There have been no large studies to date analyzing the national characteristics of non-
custodial parents and determinants of child support payment. The following summary
highlights findings for discussion from existing small studies or analyses of particular cohorts
of national databases as of the Spring of 1993

Divorced and Unwed Non-Custodial Parents

Non-custodial fathers have either been divorced or separated from the mothers of their
children or have never been married to them. The marital status of non-custodial fathers can
figure prominently in the level of support and association fathiers maintain with their
children.

Never married non-custodial parents incur support awards less frequently than divoreed or
separated non-custodial parents — 24 percent of never married non-custodial parenis have
awards established against them, 48 percent of those separated, and 77 percent of those
divorced (Meyer, 1992). While the same proportion of divorced and never married non- -
custodial parents who are under an award do pay something (Census, P-80, 1991}, the level
of compliance is lower for never marrieds than for other groups {annual payments for never
marrieds is $1,888, compared to 33060 for those separated and $3322 for those divorced)
{Meyer, 1992). Contact with children occurs more frequently with divorced or separated
fathers than with never-married fathers, as well. (Hofferth and Hayes, 1987).

Because never married non-custodial fathers support their children the least of all cohorts of
fathers, more research has been conducted to discern their characteristics and the causes of
their behavier. Questions such as “Who are marnied dads?” and " Who are divorced dads?”
have not been addressed in research m a significant way. Probably because the most
mtraciable causes of never married parenthood involve young parents, no mformatzon 15
zeurrently available on older never marmied parents.

Divorced Non-Custodial Parents

While divorced non-custodial parents tend to provide more support and association with their
children than do never married non-custodial parents, there remain high incidents of lack of
awsads and fack of compliance when there are awards.  Factors which are positively
associated with the probability of award establishment and with size of awards Include cases
in which the aon-custodial father s the party seeking to dissolve the marriage (Peters &
Argys, 1992); the length of time marded (Sonenstein and Calhoun, {9€8); and the number of
children born during the margiage (Sonenstein and Calhoun, 1988).

Factors associated with lack of compliance with established awards include high levels of
conflict between parents during divorce (Peters & Argys, 1992) whith is negatively



associated; remarriage of the non-custodial father which is positively associated; remarriage
of the custodral mother which is negatively associated; and length of time since the divorce
which is negatively associated {Sonensiein and Calhoun, 1988).

Never-Married Non-Custodial Parents
Who Are They?

Never married non-custodizl parents are often referred to as teen parents, a term which
connotes varying definitions. Teen motherhood i¢ a fairly clear concept, but teen fatherhood
could either refer to males of any age who father children with z teen mother or 1o fathers
who are themselves teenagers. The term never married can be confusing, as well, referring
as it does to parents of a child who never marry each other although they may marry
someone else.  Additional confusion comes in when parents who are unwed at conception
marry sither before or after their child’s birth,

Virtually all of the literature on vnwed fathers focuses on young, never-married fathers, but
the lack of a consistent definiion of who comprises the population makes comparisons among
various research projects difficult. As a group, never-married, non-custodial fathers are
racially diverse, but are disproportionately found in African-American communities. They
tend to have poor academic careers and few job prospects (Watson, 1992; Smellar and

Qoms, 1988).

Must never married non-custodial parents are men who are at least 20 vears of age, and most
live with their parents {Qoms, 1950; Smollar and Ooms, 1988, Ooms and Owen, 1990).
Fathers of children born to unwed, AFDC recipient teen mothers average about 21-22 years
of age, 11 vears of school, and the tend 10 work sporadically, but at least part-ime
{Danziger, 1987}, Only 18 percent of the fathers of children born to teen mothers in the
U.S. in 1985 were in their teens themselves (Radosh, 1990),

Behavioral Characieristics Which Correlate with Never Married Non-Custodial Parenthood

Young never married fathers separate into two groups according to their behaviors prior to
becoming fathers. One group’s behavior does not deviate markedly from that of their
peers-~this group includes most African American and Hispanic young fathers. A second
group—inte which many white young fathers fall, is involved in more status offenses, violent
incidents, crimes, involvements with the courts, and incidents of drug usages. (Lerman,
1986; Smoliar and Ooms, [98%).

Nature of Their Involvement with Their Chilidren and the Mothers of Their Children
Qualitative research on young never married parents shows that thetr attitudes often defy

conventional stereotypes. Maost young never married parents consider their relationships long
terim or serious at conception {(Ooms and Qwen, 1990; Watson, 1992). They also seport



sigrificant involvemént with their children, both in terms of time and support (both in-kind
and financial) (Ooms and Owen, 1990). Many fathers of children of teenage, unwed, AFDC
mothers have regular contact with their children’s mothers and their children, and provide in-
kind support {Danziger, 1987). Yet this is not to imply a rosy picture of the likelthood of
family formation. In fact, at least half of young, unwed fathers (and 70 percent of young,
African-Amernican fathers) do not end-up marrying the mothers of their children. {Ooms and

Owen, 1990). Additionally, as time goes by, the level of non-residential father involvement
declines (Danziger, 1987).

Suppore Payment and Employment Characreristics

Only 18 percent of never married fathers have support orders established and only 14 percent
pay any formal child support. Yet NLS data show 41 percent of unwed fathers providing
some fiseal support for their children (Ooms and Herendeen, 1990). Those young never
married fathers who are involved with their children are thought o provide in-kind support at
a significant level. It seems that young never married fathers contribute significant amounts
of support to their children outside the official support channels (Ooms, 1950},

The earnings of never married fathers are lower than those of any other group of fathers, as
are their support payments (Meyer, 1992). Men whao become fathers when they are
tecriagers are less likely to pay any formal child suppont and will pay less per payment a7 glf
ages than men who defer fatherhood until after their teen years. ’i‘hzs is the case repardiess
of eamings (Pirog-Good, 1992).

Backgrounds of Young Never Married Maoles and the Effects of Fatherhood on Them

Young never married fathers ond (o come from troubled, disrupted families (Qoms and .
Owen, 19%0). The young age of their .mothers at the time of their birth is strongly correlated
with young men’s fatherhood (Hofferth and Hayes, 1987), and young fathers are more likely
to have a sibling who is an unwed parents than are young men who do not becorhe fathers
{Robinson, 1988} Young fathers tend to hail from poverty backgrounds (Radeosh, 1990;
Pirag-Good, 1992), and are more likely than young non-fathers to have grown up in families
that receive welfare (Hofferth and Hayes, 1987). Prior (o their experiences of fatherhood,
they are often delayed in their academic achievements and behind their peers in developing
employment skills (Watson, 1992; Smollar and Qoms, 1988). Young absent fathers initiate
sexual activities earlier than young non-fathers {Pirog-Good, 1992; Hotferth and Hayes,
1987}, Mot only do these young men come from disadvantaged backgrounds, but young
fatherhood adversely affects their future persona! development, academic achievement, and
em&ggﬁi fity (Radosh, 1580},

Family income and unwed fatherhood are inversely correlated.  Family welfare dependence
increases unwed (hut not married) fatherhood.  Early sexual activity increases the likelihood
of unwed fatherhood (Lerman, 1986). Reading comprehension is inversely correlated with

both unwed and early married fatherhowt (Ferguson, 1990).



Fathers of children born o 1wen mothers tead 1o be similar o youth who are not fathers in
their knowledge and attitudes about child development, their frequency of sexual activity,”
their knowledge about sex and conception, knowledge and use of contraceptives, their
personality traits, impulse control, personal development, self-image, and intellect, Young
fathers differ from similar youth who are not fathers in that they are more likely to
themselves be born out of wedlock, 1o be more permissive in their views about out of
wedlock births, teen pregnancics, and abortion {Robinson, 1988). -

Race and Young Never Married Males’™ Fatherhood

Young men from different racial cohorts become unwed fathers at varying rates., The rate of
unwed fatherhood for 19-26 year olds in the African-American community (20 percent) is.
nearly quadruple the average rate of 4.4 percent, Hispanic men in this age bracket
expenience unwed fatherhood at a rate of 3.7 percent, with white unwed fatherhood occurning
at a rae of 1.6 pereent (Lerman, 1986). Even when academic achievement, sexual activity,
work activity, and family background are coatrolled for, young African-American men
become unwed fathers at higher rates than young men from other groups. Additionally,
African-American unwed fathers are much more likely to remain unmarried than unwed
fathers in other groups, the majority of whom are likely to eventually marry the mother of
their children (Lerman, 1986).

Factors Thae Facilitate Acceptance of Poternal Responsibility

Factors that facilitate acceptance of paternal responsibility in young unwed fathers include
proximity of father to child, timing of outreach (late in the pregrancy and near to the time of
birth}; continual outreach using father-priented services and male staff; employment (having
something to offer); and paternal grandparents’ and paternal friends’ support for the father
{Coms and Owen, 1990},

The Significance of P:iternity Establishment
For Support Collection From Never Married Non-Custedial Fathers

Non-married fathers cannot be legally compelled to support their children without the
establishment of their paternity (Danziger & Nichols-Casebolt, 1987-8). Fewer than 25
percent of all out-of-wedlock births have paternity establishment adjudicated {Watenberg,
1984, in Danziger & Nichols-Casebolt, 1987-88). Even counting voluntary paternity
establishment in addmea 1o aé;udxcawd cases, only one third of such births have paternity
established, : e, 1992), A few more of these
births are subsequently ieglt:matcd through marriage.

Once paternity is established, a ¢hild support order can be legally established and enforced.
The discrepancy between divorced or separated parents with support awards and never
martied parents with such awards is enormous.  That difference shrinks to less than 10



percent when paternity establishment is controtled for (Danziger & Nichols-Casebait, 1987-
883,

Yet even once orders are in place, parity may not be reached. Never married non-custodial
parenis ar¢ assessed average awards much smaller than those levied on divorced or separated
non-custodial parensts, (perhaps reflecting a greater ability to pay in the case of the latter
group) {Danziger & Nichols-Casebolt, 1987-88). Additionally, although the same proportion
of ever-married and never-married non-custodial parents pay support {Census, P-60, 1991),
the average payment of ever-married non-custodial parents iy 56 percent of their support
order while the average payment of those who are never married is only 42 percent of their
{much smaller) support orders {Danziger & Nichols-Casebolt, 1987-88).

Due to a pergeived lack of ability of young unwed fathers to pay, the importance of
establishing paternity hag been overlooked in many Siates’ support and enforcement
programs. Yet most never mamied non-custodial parents” abilities to pay increase
dramatically and are quite substantial by three years following the out-of-wedlock birth
{Meyer, 1992). Additionally, there are significant benefus which accrue to children, in
addition to support payments, from having paternity established, including health care
{Paternity Esmablishment: Public Policy Confergnce, 1992).

Young unwed fathers are more likely to establish paternity when their situations include
family and peer support for the pregnancy and encouragement toward taking responsibility -
and when they havc knmwlbdgc of the meanmg of gaZ&mziy and its attendant responsibilities
and rights (Paternity Esial t lic Policy Conference, 1992),

The Relations Among Levels and Modes of Non-Custodial Parent
Involvement and Support Payment

Physical proximity of non-custodial fathers to their children increases the likelihood of more
frequent visits. More than half of young unwed fathers live within 10 miles of their
youngest child, with about 25 percent living more than 100 miles away. The closer fathers
live to their children, the more likely they are 1o visit and maintain 2 presence in their
children’s l_ives. (Lerman, 1986; Ferguson, 1990}

Only one sixth of all non-custodial (divorced or unwed} fathers visit their children weekly or
more frequently and nearly half see their children once a year or less often. (Furstenberg,
1990). At the same time, approximately half of unwed fathers report visiting their children
once a week while 20 percent see their children once a year or not at all. (Lerman, 1986).

FatfBT: who visit their children frequently and have support orders in effect pay child
SUpport twice as frequently as those who visit once a year or less (50 percent compared to 25
percent), and they pay higher amounts (Lerman, 1986}, The likelihcod of obtaining a
support order is more than 13 percent lower when the father has no comact with his children,



and compliance with established awards is much lower among divorced fathers whz,} do not
have contact with their children (Peters & Argys, 19923,

Fathers who tncrease their fevel of direct care for their childree tend to decrease their
financial compliance with their support orders and vice versa. Non-custodial fathers with
decision making authority wn their children’s lives in the form of joint lepal custody have

higher support orders and higher compliance rates (Peters and Argys, 1992; Sonensieid and
Calhoun, 198R).

The Relation of Emplayment and Income to Support Payment

Nos-custodial fathers’ family support behavior varies greatly according to their labor force
attachment. Absent parents’ labor force attachment, earnings capacity, and consequent
income vary widely (MacDonald, 1986). Weeks worked per year is the labor market
variahbie most strongly associated with whether or not 2 von-custodial father pays.child
suppart. Men who have child support obligations that they do not pay work fewer weeks per
year than men whe do pay child support, and men who do pay child suppori work more
weeks per year than similar men with no obligation (Ferguson, 1990).

Of men who work most of the year, 30 percent do not pay child support. Among those who
work, statistically significant predictors of support payment are the age of the male's first
sexual encounter (the earlier the encouanter, the less support is paid); the number of non-
resident children (the more children the more is paid); marital status (divorced fathers pay
more than never married fathers); and weekly earnings (zhe. greater the earnings the more is
paid) (Ferguson, 1990).

Men who lack earnings are generally not capable of paying support. The percentage of all
raales between the ages of 20 and 24 who had real annual incomes at or above the three-
person poverty line tn 1973 decreased by over 14 percentage points by 1986, The
percentage of African-American, non-Hispanic males between the ages of 20 and 24 who had
real annual ingomes at or above the three-person poverty line in 1973 decreased by more
than half by 1986 {Grant Foundation, 1988). Almost 30 percent of twenage fathers and over
20 percent of fathers in their early 20's have no income at all, and few are earning above
$10,000 annually {Meyer, 1992).

Income is a strong indicator of support award levels, payment levels, and compiiance with
awards {Sonenstein and Cathoun, 1988). Compliance increases along with raises in income,
especially for fathers at lower income levels (Bartfield and Meyer, 1993}, Unemployed
divorced fathers are much more likely to pay nothing and much less likely to fully comply
with orders than employed divorced fathers. And low income non-custodial fathers are more
likely to pay nothing than to partially comply with their support orders {Sonensicin and
Calhoun, 1988).

Vi
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Awards that comprise a fow percentage of tnal income increase ¢omplianse but enly {or very
low income fathers. For those who have substantial income but pay nothing, lowering the

percentage of thair income awarded as child support does not alter their behavior (Barifield
and Meyer, 1993}

Background and Environmental Factors

Risk factors which lead to men becoming fathers who are not working or in school and who
do not pay child support include growing up without a male resident i the home, poor
parental educational achievement, and being raised by non-working parents. Haviang had
working parents is the greatest background influence on fathers’ working more and making
child support payments. Family background, life styles, and attitude are the most important
factors in deterrining the number of weeks per year fathers work. Men who initiated sexual
activity at age [9 rather than at age 14 are about 20 percent more likely to pay child support
than men who also work full year and have the same education, other attitudes, and weekly
earnings (Ferguson, 1990). Fathers’ education levels are positively correlated with
compiiance with support orders (Peters and Argys, 1992).

Custodial mothers’ background faciors which are positively correlated with whether an award
is obtained and the receipt of support payments include level of education and lack of welfare
receipt (Sonenstein and Calhoun, 1988}

Race Issues

Race correlates with incidence of support awards in such a way that white custodial parents
receive awards at the highest rate (7] percent) followed by Hispanic custodial parents (42
percent) and then by African-American custodial parents (36 percent) (Truglio, Williams and
Williams, 1990). Once a support order is issued, the probability of a non-custodial parent
making payments under a support order is equal among racial cchorts.  Yet African-
American non-custodial parents pay, oo average, $1,000 less per child per year than white
non-custodial parents, even when income and the number of children are controlled for
{Sonenstein and Calhoun, 1988).

Noen-Custodial Mothers

Father-only families are the fastest growing segment of single parent family population. In
1989 there were 1.4 million father-only families, and an additional 675,000 custodial fathers
who have remarried, implying a similar number of non-custodial mothers. 488,000 children
live ?writh never-married fathers and 1,004,000 with divorced fathers. (Meyer and Garasky,
19917. '
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Conclusion

Characteristics of non-custodial pareats vary widely, making generalizations difficuls,
Mevertheless, some observations can be made. Only 60 percent of non-custodial Fathers have
a child support erder In place, half of these do not fully comply with those orders, and one
quarier pay nothing at all, leaving half of all custodial parents who could be eligible to
recaive support with none (Census, 1987 in Garfinke! and Oellerich, 1987). i

The greater the non-custodial parent’s involvement in their chuld's live, through visitation and
joimnt custody, the more likely there will be a child support award in place, the higher the
level of compliance with awards, and the more direct care will be provided by the non-
custodial parent (Peters and Argys, 1992; Sonenstein and Calhoun, 15988).

Although 15 percent of non-custodial parents live in poverly, non-custodial parents arg much
more financially secure than custedial parents {and, therefore, than their own children), 40
percent of whom live in poverty (both figures are after support transfers) {Soneastein and
‘Calhoun, 1988).
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STATES' ADJUSTMENTS FOR LOW INCOME

$TATE | WATURE OF ADJUSTMENT
Alba An adiusineat iz incorparated into the bagie ohild suppers whedule, Minimum order = S50
Alaska i obligor incoms 1 1633 Than fodoral poversy lavel, court mey dovicswe fom the guideling. Minimum order = 535
Arizony Ads sdiustonent I8 incarponaied e e basie chid tupport schedule. Misimam srder = $50,
Arkamag Nut addressed
Califomis Na:.:p::iﬁcaiiy mertioned, Slough could bt considered & hadship adjustment which would Mllow the court 1o
- deviaw from the geidelion.
Lotorads An sdiusiment B incorparsied inw e basiz chiid suppors schedule, Minimuem order = 330,
Connectizug $elf fuppar toeve = §135Meek, Igtue i3 discussed in e guidatings,
Selawase Sei support wikrve of $550month is subtaissed from evailabis st income of both obligor and oblagc@ before #
SERpO ebligntion B aaleylaed.
Distriet Minimuin ordsrs ae st for ohiigors with annuat gross incomes less than §2,500. The subsistence aseds of bath
of Colurshin parents am contideed in ceRing » seppen smount
Flonda Minimutn order » $304month.  Schedule phases 2 obligations @ protct the self sunpet regerve,
Georgia ot addresssd ' -
Havewli A s81 suppont serve of $478 net incote per moath i insluded for each parant, \
[dsho The gount ey devisie Bom the guideiings o malpain & minkmam sandard of iving for e obligor,
Hinois The miue it Jisovssed in Ge puidelines, although 5o mechanism for s sdiusmment it presented.
[ndians When income i less than $10BRpck, the coum must reviow the sase © easure B the abligor msbnging 2
minimure ssadyd of living,
lawe Low income Is grounds o » deviation
Kanins Fot sddressed :
Kentuciy Mot addreszed
Louitisns The court may 4oviare fom the puidcline delow $600 gross income oer month $0 thy obi;,,ot a0 munatan 2
minimom sandad of fiving.
Maine For pbiipors with groxs iscomes lesy than $6 000 e, support cannot cxessd 10% of weekly gm nenms.
Marviang Minimuen ordar = §300month. Schedule phases in supper obligations to protae & seif suppornt reserve,
Mussachusens | Court is allowsd © dvise whon grost weekly Income is $200/week o5 less,
Michigan ?:‘iz:;fzmﬁ suppost (10% of insome) below $3000week net income, Sexis & kexp obligor 2 96 10 120% of puventy
Lo
Minnesoia The court may deviss from the gwdshine: dbelow et insemes of TG0 month,
Sississippi The zoust may doviate whore adjusted gross isghme s tess than 5§.000vewr.
Missauri Low mesme 1 3 reason for devisgon. Adjustment |z made 16 grows income before application of dhe guidaline.

&
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[ STATE

b e e e Ao

NATURE OF ABIUSTMENT

e —

Dewiation it allowed whtn OL Bl resourses avaiiabis fr suppon we below the federal povety kevel. Handled on

Manians A Sage-dyecase Basis.

Supporn sheukd nel wduce pazenal net inceme below S500/memh.  Adove S505, & sserve 3 INCOrponed in the
Nebrsska

schedule,
Revady Nes addraned

New Hanpshin

Self support teseove 101 B poverty ievet Bof anv penson snd dncopponaiad nig the suppan schedule,

New Jers Boi¥ support sot 3t $115Avcek prosy income, Schedulr phases in fupspod obligations above this tevel to prower the
¥ fussrvs.
: Minimum order levels debow S600amant: gross income. Schedule phases in suppomn obiigations W prowest the
New Mexice seserve
Maw York SeIf support rosorve i Wt &8 135% of federal povedy veh Minimem order of 325, h
Nomh Carshina | Mot addrerssd Minhsum syppen = 3i8amonth
Nortt Dakon Minimum support {$18month when obiigar net incoms 1s below $403/month
Ohia Minlmars gupport = $50/mont. Abave $550/manth gross incsme. sehedute phases in support obligations i
proiaet the feserve,
Ohfshoma Nt eddresaed
Oreaon Minimum supgors » 10% of obligar pross mcome for ane ohild. For obligor with $400-81,500/ment gron
& incomes, Iwo gupport shligations e somptad. Schedyid phassd in suppbn SBUERIONS o peoieet the mejerve,
Feangylvania Nat sddressed i
Rhode Lsind Schedulz phases ln suppon abligaiony b prow ot & pventy ievel reserve, Below S300/month gross, swppon
detarmingd on Saseby-sase basis
Sout Caroling Sehedule phses in support obligaions w profzat & poverty Yovel muservs, Below $600/mond: grsas, support
detgrmingd on exse-by-ciuo Yk
South Daknts Schedule phiaes o support ebligatipns 1o proicex o reserve, B ansumt of which Bz 602 Rnaun,
Tenpesiaa Mot addregsed i
Texss Mot addressed
Utah Nt wddresyed g
Vesinoat Scif sepport reserve » §T0%month otl, The obligsr poys the difference between net income s e 38 suppon
< rcserve oF the suppont ahiigavon, whichever is smadier,
Yirginle Not siddreased
Washi Minkrum supparn » $258menth The supson obligadon should aot reduct nes income below whe nosd sandyd for
wshingroea
one pIrion.
Wegt Wirginia $2if support silowants # Seilimani
Wisconsin Mot addrested
Wyomirg Minimurn suppars » $5Umanth.  Siyideling does 60l apply delow ot incomes of 5540 month
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Appendix C

RETROACTIVE SUPPORT OBLIGATIONS

IN CHILD SUPPORT GUIDELINES



RETROACTIVE SUPPORT DUTY WHEN PATERNITY IS ESTABLISHED

RESULTS OF AMERICAN BAR ASSQCIATION SURVEY

{991
STATE PERMISSIBLE PERIOD ALTUAL APFPLICATION
Alabamz 2 yrs preceding filing Ihseretion of Cours
Alaska No time limit-aliows for reimbursement | Usually orders from d.o.b. |
of assistance and past suppont
Arizong {Upen Authonzed not mandated .-
Avkancaz Same a5 for legitimate child or Mot uged
for reimbursement of support
Caiifornis Shoetest of: 3 years, Date of Bisth, Date | For children after 1/1/89
of Separation to Date of Filing
Colorado :-’\mouét of €8, debt
Connecticut No time Limit
Delaware Mo time limit
Dist, of Columbia | Not Specified Recenily date of binth
Florida Not Specified
Craorgia Mot Specified Retrogetive amount datermined
' by expenses since date of birth
Hawsil - Open Some retroactivity from date of birth
idaho Open Retroactive payments sent to custodial
parent
Hinois Back 1o date of summons
Indtana May go back to D.O.B, BMust go back o date of filing
fowa Gpen Z yzarg-date when father moved out
Kansas Date of birth
Kentucky Date of filing unless action Limit 4 year rafroaclive
brought within 4 years
Louisiana Date of filing unless good cause, then Usiaily cousts use date of filing onloss
anly to date of filing pood cause
Maine & years preceding Hling Craris adhere to & years maxinasn
Marviund not specified

¥



http:Connectic.ut

Massachusetts Open Date of birth
Michigan 6 years from filing or more if
court delayed
Minnesota 2 years prior to filing Courts use 2 yrs pnior to filing and
pertod between filing and entry of order
Missouri date of filing some variation based upon ability to pay
Montana amounts deemed just for public
assistance reimbursement, limited to 2
years prior to filing
Nebraska not specified
Nevada 4 years prior to filing

New Hampshire

open

one Ct. says can go back 2 years before
filing '

New Jersey Amounts deemed just
New Mexico Open
New York date of application or d.o.b. at

court discretion

North Carolina

Not specified-used only for past suppont

North Dakota limited to expenditures deemed just
Chio not specified case law: retrospective from daté of
adjudication to delivery date
Oklahoma Discretionary. Limited to 3 years
prior to filing '
Oregon Open discretionary
Pennsylvania Open
Rhode Island Open
South Carolina Open

South Dakota Limited to 6 years prior to filing

if mother has no proof of written request

to father for support
Tennessee Open; reimbursement from dob allowed. discretionary
Texas Reimbursement from d.o.b. Reimbursement from d.o.b.
Utah 4 years prior to filing Statute strictly interpreted
Vermont Open
Virginia From date of notice of action

Washington

ay court deems just

At least one court case from dob

|




West Virginia

Open

court interprets a8 from BG.B,

Wisconsin

Renmbursement froun birth

Court interprets as from DGR,

Wyoming

Open

Prepared by: David Amawdo




Appendix D

.Child Support Orders

Based on Gross or Net Income



~ Orders Based on Gross or Net Income
The following indicates whether states caleulate child support orders based on gross or net

income. Data was collecied from Office of Child Support Enforcement’s state guidelines
materiad which is current as of July, 1993.

States Which Base Orders on Adjusted Gross Income

Georgia . Nevada Virginia

tates YWhich Base Ord Adjusted Gross Income
Alabama Kentucky N. Carolina
Arizona Louisiana Ohio
{olorado Maine Ckighoma
Digt. of Columbia Maryland Oregon
Hawaii Massachusetts Rhode Island
Idaho , Missouri S. Carolina
Indizna New Mexico Hhah
Kansas New York Wisconsin

tates Which Base Ord et Income
Alaska Michigan Pennsylvania
Arkansas Minnesota South Dakota
California ‘ Mississipp Tennesses
Connecticut Montana Texas
Delaware Nebraska Vermont
Florida New Hampshire Washington
IHinois New Jersey West Virginia
fowa North Dakota wyoming

Prepared by: Karen Bartlett
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Nancustodial Parents Issue Group Proposal
Ronald B. Mincy
October 1, 1893

The Noncustodial Parents Group proposal involves a plan for spending $950
million in 1897 on three types of services targeting noncustodial parents {from now
on, NCP). We left an additional $50 million to cover the cost of evaluations,
additional allocations across the proposed components and items that might be

suggested by others who reviewed the proposal,

. SCREENED-ET-RDEMONSTRATION- subsidizes state demontrations of
employment ssrvices to increase child support payments by noncustodial
parents who claim to be unable to make child support payments hecause of

long term unempiloyment,

. ACCESS AND VISITATION BLOCK GRANT PROGRAM- subsidizes state
demonstrations of programs designed 10 ingrease support payments by
helping custedial and noncustodial parents resolve conflicts over access and

visitation.

L ENHANCED PATERNITY ESTABLISHMENT- subsidizes state demonsirations
of programs dasigned inorease paternity establishment by identifying

putative fathers through referrals from prenatsl, maternal and child health,

avwordimingythaompolineprops el wBt



and early childhood sducation programs/facilities and educating them about

their rights and responsibilites in preparation for the birth.

SCREENED-ET (8750 milliond

NCPs who have at least 2 months of child support arrears, regardless of AFDC

status of children, must either pay chitd support or participate in & work program,

All states are eligible to apply for grants under Screened-ET, however Gtates
with child suppoert guidelings that require positive ¢hild support paymanis from
NCPs with zero income, must submit proposals that meet the following minimum

guidelines,

States may design their own programs, but the grograms must include at jeast the

toliowing elements.

. initial contact with the NCPs must include a letter that informs them that
they must pay child support, that they should contact the child support

office, ang that they are subject to fines and penalties if they do not

aitwaardiminoyviharmpotineprensal wiil 2



cooperate,

. NCPs who do not pay child support within 30 days, must bhe enrolled in a
screening program 20 hours per week for 80 days. The screening program

rmust provide at least the following three components:

o job search;
0 work experience;
Q any combination of ciass room, counseling, and peer support arcund

issues of parental responsibility;

& subsidized transporiation: and
O enhanced enfarcement,
. NCPs who still do not begin to make child support payments after

participating in the screening program for a period of 90 {not necessarity
consecutive) days are required 1o participate in the JOBS program, subject

t0 the following stipulations:

< NCPS are automatically eligible for JTPA
G NCPs are required 10 continue thelr participstion in any combination of

class room, counseling, and peer support around issues of parental

ghwardimingytharmpalincpropsal . wbi 3



responsibility, understanding the chiid support system, access,
vigitation, and their legal rights as NCPs for up to 3 additional months.
o Far a periad of 180 days, NCPs receive the minimum wage for each
hour of satisfactory program participation, from which child suppon
payments will be deducted, subject 1o the state self support reserve.
I no seif-support reserve exits, ¢hiid support orders shall be
suspended for participating NCPs with incomes less than 150 percent

of the poverty line for a single person.

9 Qualified NCPs will be placed in OJT vacancies, when availabls,

o) H an OJT vacancy for which an NCP qualifies becames available afler
the NCP has already received wage subsidies in a non-0J7T
assignment, the NCP is entitled to an OJT subsidy, at the one half the

minimum wage, for an additional 180 days.

* NCPs may escape these requirements by paying child support payments and
maintaining such payments for 90 days, howevar, full-payment of child
support shall not make NOPs ingligible for JTPA, other services, or subsidies

begun within a perod of 180 davs.

c:hwardimingyihiarmpoiincpropanl wh? 3



This provision authorizes the creation of a state block grant program to
develop services designed (o reduce conflict between custodial and noncustodial
parents over child access issues and to test the effects of such programs on child

sSUpport payments.,

A state’s share of the budgeted amount will be determined by the states’s
share of the total number of children foc which paternity or child support orders
have been established. Grant proposals will be evaluated by a & member panst,
appointed by the Governor, consisting of representatives of: Custodial,
Noncustodial, and Children’s Advocacy groups; the state’s 1V-D program; and the

Family {or District) Courts.

Public and private agencies may submit proposals covering services that include,
but are not limited 10! joint custody, supervised visitation, expedited visitation
services, court monitoring of visitation orders, access and visitation counseling and

mediation, neutral drop-off and pick-up centers, voluntary or mandatory pre-divorce

afwordirn eyibampatinepropest wil 5



counseling, and parent support groups. Proposals must demonstrate how services

will meet the needs of divorced, divoreing, separated, and non-married parents.

{This proposal needs additionag! language covering minimal information or

manitaring requirements about effects of such servicas on child support

payments.]

ENHANCED PATERNITY ESTABLISHMENT ($25 millioni

This provision authorizes __z%w creation of 5 state block grant program to
develop services 1o foster cooperative parenting relationships among non-married
couples by expanding upon in-hospital paternity establishment. Grant proposals will
be evalugted by a 7 member panel, appointed by the Governor, consisting of
representatives of: (1) maternal and child health or early childhood education
profesionals; {2} children’s and youth advocacy groups; {3) state Departments of
Education; (4] hospital-based paternily establishment centers/programs; (8)
community-based organizations serving noncustodial parents and youth 8t high-risk
of becoming noncustodial parents; (8] the state’s IV-D program; and {7} the Family

{or District) Courts.

Public and private agencies may submit proposals covering services that must

o Weordimineyihormpolttcpopsal.wd 1 B



include at least;

. outreach to unmarried, expectant mothers in pre-natal care, child nutrition,
and maternatl and child health facilities to encourage cooperation in paternity

establishment;
. outreach to mothers in early childhood education programs;

» autreach to child nutrition, prenatal, and maternal and child heaith; and early
childhood education professionals to educate them on the child support
enforcement system, and the rights and responsibilities of custodial and

noncustodial parents;

L and outreach 1o putative or expectan fathers to provide them with services

such as:

0 training in chikl development and parenting, conflict resolution, the
child support enforcement system, and the rights and responsibilities
associated with paternity astablishiment,

< professional and/or peer counseling around fatherhood issues;

G legal counseling and services with respect to visitation, paternity

enwosdiraincyharepohaopropsal wil ?



establishment, and child support payments; and
o monitored payments of child support in-kind for young fathers who

admit paternity.

Proposals must demonstrate how services will reach all three populations in

settings likely to encourage their active participation.

[This proposal needs additional language covering minimal information or
monitoring requirements about effects of such services on paternity establishment

and fathers involvement with children.)

e\wordimincytharmpolincprepsal w1



Insights trom Estimating the Number of NCPs Served

by Screensd Employmant and Training

Estimates of the number of NCPs served by the program depend upon
assurmptions about the fraction of NCPs who screen themselves out by paying
child support during the first three maonths. During the first six months of a punitive
CWEP program {Children 1st) targeting NCPs, 85 percent of the participants did
86. it is hard to say if this would be replicated elsewhere. Therefore, we developed
a modef to estimate the number of NCPs served under alternative assumptions.
The calculations show that 1o stay within the proposed budge? of states can

choose between two goals in shaping their demonstration projects.

- Targeting NCPs with children on AFDC- Such a program will serve a smaller
number of NCPs overall, but more of these NCPs would pass though the
screen. Therefore, maore of those NCPs who are truly unabie to pay will

receive basic education and employment and training services.

Equity considerations would arise in such a program, because NCPs without
children on AFDC would face a different set of sanctions and opportunities than
NCPs with ¢hildren on AFDC. On the other hand, singe cusiodial parants on AFDC

will he required to participate in the JOBS program, there is no way to avoid
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harizontal inegquity.

® Increasing sanctions and child support paymaents- Such a program would
serve all NCPs who clgim inability to pay. These programs can sarve more
NCPs, more of these NCPs will pass pay before the three month screen is
completed, but fewer NCPs who are unable 1o pay child support would get

the amployment and training sarvices they need.

Note that HUD is working on legisiation that would provide construction and
construction related glots to NCPs with children in public housing. This legislation
(famendmants to Ssction 3 of the HUD Act) could increase the number of

disadvantaged NCPs who had OJT slots.

In summary, the more punitive the pragram is in the screening phase, the
less attractive it is to those who have other sources of income. This includes NCPS
with child support obligations that they can pay and other parenis in intact
famiiies, who also need employment and 17aining services. In other words, a
punitive screen makes the program less vuinerable 10 complaints about ignoring the
needs of parents who are playing by the rules. This feature should be considered

before eliminating the sereening period or making it 1883 burdensome,
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