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Abstract

The purpose of this paper s to Investigate empirlcallylfwo_FmpérTan+
questions concerning child support enforcement., First, what Is the Impact of
recelving child support on wel fare dependency and poverty? Sécbnd,vhow effec-
tive are current child support enforcement procedures? The analysis utilizes
data from the 1979 AFDC Recipient Characteristics Study and the March/April
1982 Current Population Survey (CPS). A Theoreffcal mode! of participation Iﬁ
the AFDC program Is deVeIoped and estimated using the CPS da+a, The wel fare
participation model reshl%é are used In conjunctlion with data from the CPS and
AFDC surveys on +hé Child Support En%ofcemen+ (1v=-D) Program'fd derive esti-

mates of the Impact of the IV-D program (as It existed In 1979 and 1981) on-

recelpt of child support for AFDC and non-AFDC families. Based on the empiri-

~cal findings, simulations are performed to predict how a varte%y of cﬁifd
support enforcémenf pol icles would affect wel fare dependency, poverty, and
wel fare costs. The simulations suggest that child support enforcement repre-
sents a potential ly effective means for reducing welfare costs, but that given
the current award structure there is |ittle prospect for its havlhg a signifl-
cant impact on reduélng elither welfare.dependency or poverty among single

parent famil les,




1. lnitroduction

Female-headed famll ies have among the hlgheéT poverty Eafes of any major
demographic group in the United States. In 1982, 48 percent o% all female
headed fami| les were poor, compared to 10 percent of ofhef types of famllies
(U.S. House of Representatives, 1983a)., Despite the fact that only one~fifth
of all fam}lies with children are headed by women, this group constitutes the
majority (55 percent) of all poor famil]les.

WIith an increasing rate of illegifimacy'aﬁd a high divorce rate, the size
of the femalé-headed population continues to growj In 1960, there wefe 1.9
million fema | e=headed fémf]ies in the US., or 7 percent of él f.famtlies. By
1983, the number of female-headed‘families totaled 5.7 million, or 19 percent
of all families (USDHHS, 1983). o -

The increase In the number of female-headed families has resulfed Ina
growing number of children not |iving with both natural parents. |In 1982, 20
percent of children under the age of 18 were |iving with their mother only
(U.S. House of Representatives, 1983b). Moynihan (1981) has projected that by
the year 2000, only one-half of all children born in the U.S. will have spent
thelr entire childhood |iving with both natural parents. Unless hew policles
are developed for increasing the economic wel | being of female headed
famiiies, It seems certaln that overal| poverty and welfare dependency in the
United States will Increase.

The traditlonal approach adopted by pol icymakers to redﬁce poverty and
wel fare dependency in famil les headed by women has centered on Increasing the
emp | oyment of the mofher.2 While such pol icles may have had an Impact, they
have ralsed Important and difficult +radeoffs concerning the wel l-being of the

younger children., Nevertheless, despite the existence of work requirements,




3 and the Incidence of poverty remains high for

few women on wélfare hold Jobs
this group.

One important alternative (or perﬁaps'complemenf) to policies almed at
Increasing +hé emp ! oyment of the mo*ﬁer‘is to collect child support from the
. absent father. Such an épproacﬁ has recelived increasing attentlon In recent
years. In 1975, Congress establ ished the Child Support Enforcement Program as
Part D of Tifle‘lv_of the Social Security Act.A. The 1V-D program, primarily a
state program, wi+h significant federal invélvemenf and federal funding;
requires each state to develop a chiid support enforcemen+ progream that pro-
vides services for es+abli§hing paternlty, locéfing absent parents, establ ish-
Ing subporf obligaffons,,and enforcing such obl Igations. The states are
required +o:prpvide Thege services to al | AFDC families and to nbn-AFDC
faml] ies who request s;ch servlées, alfhough a fee must be charged to the
fatter famfifes.s To facilitate collection across states, a Federal Parent
| Locator Service was esfabllshed'wlfh.access to Federal data files on IndiVid-
uals, including Social Security AdminisfraTion.earnlngs records and [nternal
Revenﬁe Service tax records, States are also given financiél incentives for
cooperating with one ano*l'_her.6

Very few women on wel fare recelve child support from the absent tather.
According to data from the Current Populaffon Survey (CPS) for 1981, oﬁly 15
percent of ful l-year reclpients of AFDC benefits received child support and
only 28 percent had a formal child support award.7_ Clearly, there are a'large
number of absent fathers who are contributing nothing to the support of their
children. However, the problems encountered in col lecting support are re-

flected in the fact that almost one~half of the children in AFDC fami! ies had

parents who were not married® and in 47 percent of the cases the whéreabou+s



of the father Is reported as unknown, although the frue percentage of missing
fathers may be l|ess because the implicit 100 percent tax rate on child support
income by the AFDC program creates incentives for the mothers to conceél this
information.

Despite difficulties in col lecting support, the Child Support Enforcement
Program has grown steadily since Its incepfiéh. jn’1982, however, the Office
of Child Support Enforcement (OCSE) expressed concern that growth in the
program may be tapering off (USDHHS, 1982a).5 In FY 1983, child supporT_
col lections on behalf of AFDC famllies totaled $880 mil lion, or about 6.6
percent of AFDC benefits paid (USDHHS, 1983). Collections were over $1.1
billlon for non-AFDC fam!| fes.!0

Two major changes are occurring in the 1V-D program that are |lkely to

increase col lections in the future. First, section 2331 of the Omnibus Recon~
cillation Act of 1981 (P.L. 97-35) authorizes the Internal Revenue Service to
withhold Federal income tax refunds for persons seriously del inquent in child
support payments to AFDC faml|ies. OCSE acts as the agent of IRS in the tax
refund intercept process. This is the first +ime the IRS has participated In
a major col lection activity not directly related to tax | labilities. It
signifles an Important new direction In soclial policy legislation in the
u.s. 1

The second major change in the IV-D program Is that it appears to be
focusing greater attention on the non-AFDC component of the program. The main
.purpose of the non-AFDC component Is "cost avoidance"; that is preventing
familles from going on AFDC (and other wel fare programs) by col lecting child

support payments, The Child Support Enforcement Amendments of 1984, signed by

President Reagan in August 1984, Is designed to aid non-AFDC families in



col lecting child support. The legislation authorizes mandatory wage with-
holding of child support for del inquent parents, expands use of the federal
and state tax intercept programs, and increases federal incentives-to states
In their collection efforts.

With increased federal and state involvement In child support enforce-
ment, there has emergéd a significant need for developing ways of évaluafing
the government'!s role in this area. In order 1o make informed pollicy deci-
sions, two major research questions must be answered. First, how effective
are current child support enforcement procedures? Second, what is the impact
of receliving child support on wel fare dependency and poverty? The purpose of
this paper is to investigate empirical ly these two questions using data from
two recent microeconomic household surveys: +the merged March/April 1982
Current Population Survey (CPS) and the 1979 AFDC Reciplent Characteristics
Study. A theoretical mode| of parTIcipaT?on In the AFDC program is developed
and estimated using the CPS data.'? The results Indicate that economic incen-
tives play a significant role in determining wel fare participation and that
recelving child support acts to reduce wel fare dependency. The wel fare par-
ticipation model results are used in conjunction with data on the IV-D program
to derive estimates of the impact of the 1V-D program (as it exlisted In 1979
and 1981) on recelpt of child support, Data from both the CPS and AFDC Survey
are used in this analysis. The results indicate significant impacts of cer-
tain types of I1V-~D services on child suppof+ outcomes. Overall, It Is esti-
mated that in 1981 the IV-D program increased the child support reciplency
rate by aboﬁf 9 percent and col [ections by about 5 percent., The empirical
findings are used to simulate the effects of various child support enforcement

pol Icies on wel fare dependency, poverty, and wel fare costs, The simulations



suggest that chiid support enforcement represents a pofenffally effective
means for réducing wel fare costs but has little impacf on wel fare dependency
and poverty.
2. Impact of Becelving Child Support on Welfare Dependency
In this section, a mode!l of parficfpaflon In +he AFDC program is devel-
oped and estimated.!> The model's resul+s are used to assess the fmpacf of
receiving chlid support on welfarg dependency and provide the basis for the
analysis In the next section where estimates are derived for the impact of the
1V=D program on chlld supporfkoufcomes for AFDC and non AFbC'famllies.
Theoretlcal Eramework |

A female headed family Is assumed to participate In the AFDC'program If

parfic[pa+ion Increases its utility. Consider a family which Is hypothesized -

+o maximize a monofdnic, §+rlc+ly quaSi;concave util ity function U(H,Y), where
His hourjs of wérk, Y 1s expenditures on market goodsl,'UH <0, UY >0, UHH <
0, Uyy <0, and Uyy < 0. The budget constraint for fhe famijy Is Y = WH + N+
PB, where W is the wage rate, N is nonwage income other than AFDC, P s a
binary (1, 0) variable indicating whether or not the family réceives AFDC
benefits, and B is the level of AFDC benefits, For the period covered in this
study (1981), monthly AFDC benefits are determined by B = r(gS = N = 2/3WH +
20A+ DL14 where r is the ra'i'able,15 S is the AFDC standard of need, g Is the
standard of need reduction rate, N [s nonwage Income other than AFDC (Inciud-
ing child support), and D Is work expenses which are assumed to vary | inearly
with earnings (D = bWH).'® Using the AFDC benefit formula, the budget
constraint can be rewrittenas Y = ?Ni-WH,where YN= N(1 ~ rP) + rP(gs + 20)

and W =(1-rP2/3 - bnw.17



Maximization of the utility function subject to the budget constraint
ylelds a set of equations determining Y, H, and the marginal utility of Income
as functions of W and ?N. Substituting these solution equations into the
direct utifity function yields the Indirect utility function V = V(W, N,
Denoting vl as the value of V for P = 1 and V© as the value of V for P = 0,
yields the AFDC participation decision: | |

" Participate In AFDC If

AV =yl - y9 s (1)

A second order Tay[or series expansion of (1) around the Initial position

(W, N) yields:

Vy AN £V, AW+ 172V

- Ony 2 v AD2
AV = vy y(AYNIE + 172V (AW)
+ Vyw AYN AW + remainder, ' (2)
where AN = =Wr(2/3 = b)

CAYN'= -r(N = gS = 20)
Assuming an upward sloping l|abor supply function, i+ Is expected that

Vy >0, v, >0,V 0, V,, >0, and V 0. Inreality, these parameters

y yy > 9 Vww yw <

are |ikely to vary across familles, but in the empirical work below only thelr
average values In the sample are estimated. |

IT may be noted that knowledge of the second order ferms of (2) enables
calculation of income and substitutlion effects on Initial labor supply. This
can be seen by making use of Roy's identity, which is a function of the two

first order terms of (2) (Silberberg, 1978; Henderson and Quandt, 1980):




H, = V. /V

o = Vy/Vy» (3)

where Hy Is Initial (pre~AFDC) hours of work.!8
Differentiating Roy's Identity with respect to W and YN.ylelds the rela-

tlonships for income and wage effects on Initial hours of work as functlons of

+he first and second orqer terms of (2):

3Ho/3IN = (V Vo = V Vo) /V

yyw = ViVyy (4)

y’

Wi = VigVyw) /¥y | (5

SHo/of = (V
Equations (4) and (5) form the basfs for calculating various'labor supply
elasticities of Interest.!? |
In the appl Ication presented here, interest ig'ln estimating the Impact
of receiving child support on u+Ili+y‘and hence on AFDC parffcipaTion.zo |
Denoting child support payments by C and noting that C Is a component of N

yields

(0AV/3C) = -r(Vy + Vyy AYN + Vyw AW) . (6)
Hence, so long as A?N > 0 and AW < 0 the theoretical model implies that
receiving child support reduces the probability of being dependent on wel fare,
The magnitude of the reduction depends on the magnitude of the change In net
nonwage income, the magnitude of the change in the net wage rate, and the size

of the implicit tax rate on child support payments (given by the value of
r).21



Equation (2) is the basic model to be estimated. Denoting the remainder
in (2) by an error term u yields the fol lowing model of participation in the

AFDC program:

1 if u < -xo
p = .
0 1f u 2 -xa, . - . (7)

where xa = oy AYN + Oip AW + uS(A?N)z + a4(AW)2 + ag AYN AW, . 1f u Is normal iy
distributed with scale bafémefer a so that u has uni?t varlénce, then (7) is
simply a pfoblf model for participation, Estimation of (7) by préblf analysis
enables ideanficaTIon only of ao, however equations (3), (4), and (5) can
st11] be solved. . | |

Complications

AFDC is a monthly program. Hence, proper estimation of (7) requires
monthly data on AFDC parflclpaTIon. Unfortunately, the data file used to
estimate the model (+the merged March/April 1982 Current Population Survey)
does not contain monthly data on AFDC participation. However, the data file
-does contain information sufficient for estimating a model determining the
number of months on AFDC during the survey year (1981), or equlvalently, the
fraction of the year spent on AFDC (number of months divided by 12). Thus
empirical ly, the focus will be on the AFDC participation decision over the 12
month perlod of 1981 rather than in any given month. The model actually

estimated may be written as:



F¥ = xB + €

1]

0 ifF*¥ <0

F* if 0 < F¥ < 1
1 1f F* > 1, (8)

where B = aa and F Is the observed fraction of the year spent on AFDC. The
error term € is assumed to be normal ly distributed with mean 0 and variance

OZI

This model has the general form of a two | imit probit regression model

(see Rosett and Nelson, 1975). 0
Denoting &;(~xB/0) by &, ¢,((1-xB)/0) by @,, ¢1(-xB/o) by ¢y, and

¢2((1-x8)/o) by b5 where ® and ¢ are the standard normal distribution and

density functions respectively, the mode!l implies

E(F) = (®2 - ®1) XB + 0ldy = dp) + (1 - d5). (9)
Differentiating (9) with respect to C and substituting in equation (6) glves:

~

BE(F)/3C = =r 0y = 87D (Vy + Voo AN + V. 8W), (10)
which represents the effect of receiving child support on (annual) AFDC
participation,

The CPS does not Identify F¥ directly for nonl imit observations (famil ies
who spent only part of the year on AFDC). Instead, the survey Idenfifies'
whether the famlly received AFDC benefits for part of the year, without
speclfying the precfée number of months, As Rosett and Nelson (1975) show,
this information Is sufficient to identify B and o2, The |ikel thood function

for the model is given by



L(8, o|F, x) =19 M(e, - o) n(1 - 05). ' (11)

F=0 O0<F*<1  F=1 o

Maximization of L with respect to 8 and o gives consistent estimates of B and
g.22

Dafs and Varlables

The data, as mentloned eariier, are from the merged March/April 1982
Current Population Survey. This survey Is the second attempt by the Deparf;
ment of Commerce to obtain detalled Information about child support arrange- {
ments of families In whibh.+he children are nofnliving with both natural |
'paren'rs.z3 Although the survey covers families in which the mother is
curfenTIy either married or unmarried, the focﬁs in this paper.is on families
with only one parent in the home because Theée famil les havé a gréaTer risk of
becoming dependent on welfare, The 1982 CPS iIs particularly useful for this .
study because It contains Information on participation In the AFDC program as
well as on varlous services performed by administrators of the 1V-D program on
behal f of AFDC and non-AFDC fami| ies,24

The main variables Included In the empirical participation model are
those contained In equation (2). In addition, some control variables.are
added to account for varying preference structures of fam | jes.2?

Main Economic Variables

The main economic varlables are AW, AYN and the second order transforma=-
tions of these variables. In order to calculate AW, information Is requlréd
on r {the ratable), b (the reduction In the AFDC +ax rate due to work related
expenses), and W (the mother's gross wage rate). For r, the statutory value

given in USDHHS (1981) “is used. This varlable is equal to one in every state

10 . :



éxcebT‘MIssISSIppl>and South Carolina. To derive b, the procedure suggested
by‘Hufchens (1978) is uéed.26 Bécause W Is only observed for a subset of
“women (those who worked duringlfhe year 1981), the standard selectivity
correction procedure developed by Heckman (1979) Is used to estimate W for all
sample members,2’

The second economic varlable Is A?N. To calculate A?N, Information Is

required on N (nonwage income), S (the AFDC standard of need), and g (the

standard of need reduction rate). Annual amounts are used for N and S. N is

derived from data in the CPS on fémily nonwage income, Al Imony and child
support payments are lﬁcfﬁded in N and are taken from the Aprli'supplemen+,
while the other nonwage income comes from the income section of the main March
'quesfionnalre.zs; Other nonwage Income fncludes all cash public and private
transfers (excluding AFDC).aE wel | as reported capital Income. To derive S
and g, The values glven In USDHHS (1981; 1982) are used, Becauée AFDC need
standards and reduction rates are de+érhined on a.flscal year basis and the
CPS data refer to the calendar year, the weighted averages of S and g for the
two fiscal years under study are used (USDHHS, 1981, 1982), The values of S
used vary with famlly size, which is reported In the cps.29

Control Yariables

In order to al low for varylng preferences across famil ies, several con-
trol variables are added to the equation. These Include dummy variables for
region of the country (Northwest, Northcentral, West), dqmmy variables for
race/ethnicity (Black, Hispanic), age and years of schooling of the mother,
family size, dummy variables for marital status of mother (divorced, sepa-
rated), dummy varlables for employment status of the mofher'af the time of the

marital dissolution (working ful I-time, working part+-time, and unemployed),30

11



and a dummy variable for whether the state In which the famlly residgs Imposes
a | imit on the AFDC payment or imposes less than a 100 percent tax rate on
child support payments and other nqnwagé Income,

Table 1 preéenTs the means ahd standard devlaflons of the variables In
the AFDC participation model. On average, the AFDC program reduces the net
wage of The‘mofher by $1.7231‘and Increases net nonwage Income by $2,600 per
year. The fairly large Increase in net nonwage income il lustrates the gener-
osity of Tﬁe AFDC program reléfive +o eéxisting chlld support collections and
other nonwage Inccome.

Resulfs

Es%ImaTes-of the AFDC participation model are presented In Table 2. Two

versions of the mode! are presented. The first includesvonly.fhe firsf.ordér
terms of the Tay lor series expansion. The second includes the first and
second order terms,
| For the yersion with the first order terms only, the two estimated para-
meters of the Indirect util ity fqncfion (V, and V

Y
cant and of the expected sign. The results suggest that economic incentives

) are statistical ly signifi=-

play a significant role In determining welfare participation. The higher tax
- rate of the AFDC program relative to the controi environment acts to dlscour-
age participation while the higher nonwage income (in the form of the AFDC
guarantee) encourages participation. The results also Imply that ﬁarTici-
pation is higher for |ow-wage women and lower for women that recelve child
support payments. The implied initial hours of work from the first order
terms (Vw/Vy) Is 992 per year., Average hours of work in the sample iIs 1,101,
The results also indicafe that the mother's preference for work is a

strong determinant of AFDC participation. Mothers who were employed at the

12



Table 1

Means and'Standard Deviationé of Variables

in AFDC Participation Mode

13

(N =2,543) = =
Variable Mean
A -1.72
AN (x 10-3) 2.66
(aH)? 3.29
" (a9N)%(x 107%) 14.27
9Nl (x 1073) i -4.38
1 = Northeast .20
1 = Northcentral 24
1 = Hest .22
1 = Black .31
H = Hispan{c ‘.08_
Years df Schooling 11.80
1 = Divorced .49
1 = Separated .25
1= W6rke& Full-time at Time of
Dissolution .31
1 = Worked Part-time at Time of
Dissolution .07
1= Unemp]oyed at Time of Dissolution .08
Family Sizé 3.15
Age of Mother 32.45
1 = Limit on State AFDC Payment or
Ratable on Deficit .31

Standard

Deviation

15.
.26
.40
.42
.42

.56
.68
.24

28

.46
.26
.40
.50
.43

.46

.26
27
.34
74

.46



Table 2

Estimates of AFDC Participation Model
(Estimated Asymptotic Standard Errors in Parentheses)

First Order

Second QOrder

*Significant at 10% level.
**Significant at 5% Tevel.
***Significant at 1% Tevel.

14

Variable Approximation Approximation

AR 151* (.079) .187 (.278)
N (x 10%) . J152%ex (,016) .027 (.051)
(afi)? _— -.038 (.078)
(aTN)2(x 109) - .006* (.003)
AflATN(x 103) — -.067%* (.029)
1 = Northeast 27 3%F* (.095) .250%* (.099)
1 = Northcentral .36 *** (.088) . 344 %%% (.091)
1 = West | .087 (.098) - .055 (.102)
1 = Black LA06F** (.072) LAQT*F* (.072)
1 = Hispanic -.027 (.111) -.026 (.111)
Years of Schooling - 1710%** (.015) - 113%** (.015)
1 = Divorced - -.037 (.089) -.033 (.089)
1 = Separated .018 (.087) .011 (.087)
1 = Worked Full-time at Time ‘

of Dissolution -.665*%**  (,078) -.663%** (.078)
1 = Worked Part-time at Time

of Dissolution -, 362*%* (.124) -.355%** (.125)
1 = Unemployed at Time of

Dissolution -.008 (.105) -.009 (.106)
Family Size .013 ’ (.023) -.002 (.025)
Age of Mother -, 027%** (.004) -.028%** (.004)
1 = Limit on State AFDC

Payment or Ratable on ,

Deficit -.050 (.066) -.055 (.067)
Constant 1.394%%%  (.207) .670%%*  (,331)
1/6 .306%%* (.020) .306%** (.020)
- Log of Likelihood 1709 1705
Nonrecipients 1,692
Partial Year Recipients 206
Full Year Recipients 645



time of the marital dissolution are much lese | Tkely to become wel fare recip-
ients than mothers who did not work, The effect of full time work is almost
twice the effect of par+—+Ime work, Mothers who were unemployed at the time
of the marital dissolution are Just as | ikely to become wel fare recipients ae
mothers who were out of the |abor force. |

When the second order terms are Included In the equation, the results are
weakened somewhat. Although 4 of the 5 estimated parameters of the Indirect
.ufillfy function are of the expected sign, only 2 are s+a+isilcally slgnlfi-'
cant., However, a | ikel ihood ratio fest reveais that the second order terms
are statistically significant at the 5 percent level (Chi-square = 8.16,
degfees,of freedom = 3); heqce the expanded specification is more appropriate.
Unfor+una+ely, +he implied lebor supply effects from the parameters of the
expanded model do not maxke much sense. Apparently, the high degree of collin-
earity between the |inear and quadratic terms make It extremely difficult fo
Identify separately the 5 main parameters of the indirect utility function.

The results can be used to esflmaTe the impact of receiving child support
on AFDC dependency (see equation (10)). Evaluated at the sample means of the
variables In the model, the effect per $1,000 of chifd support Is -.044. That
I's, an increase in annual chlld support payments of $1,000 will reduce the
probabilify of being on AFDC by 4.4 percentage poin+&32 it is important to
note that this represents a very large increase in child support payments
relative to the mean payment In the sample ($751), Later In this paper,
results are presented for simulating the effects of a variety of more real is-
tic child support policies on wel fare dependency and poverty,

The results can also be used to calculate the effect of changing the

impl Icit tax rate on child support payments on AFDC dependency. One way to

15



change this tax rate is to reducelfhe ratable, r. Changing the ratable
affec?s not only the implicit tax rate on child support but also the Iﬁpf[cif
tax rate on earnings and the AFDC guarantee level.>® As can be seen from
equation (2), ehanglng the ratable affects al l +erms in the Taylor series
expansion, For example, a decrease In the ratable Increases AW and decreases
A?N(so long as N < g5 + 20). Because the effects-of these two variables are
of fsetting the expected net effect on AFDC dependency Is uncertain, Evaluated
"at the sample means of the variables in the ekpanded version of the model, the
| results Imply that reduclng the ratable (and hence Implicit tax rate on child
percenfage points. This Implles that the income effect of the Tax'rafe change

dbminafes the wage effech34

3. Effectiveness of Current Child Support Enforcement Procedures

In This sec+fon, data from the merged March/April CPS and the 1979 AFDC
Recipient Characteristics Study are used to estimate the Impact of the IV-D
program on various child supperT outcomes. Because |V-D impacts are | ikely to
vary by AFDC status, separate estimates are derived for AFDC and non-AFDC
fami|les.> As will‘be shown, The results from the AFDC participation model
in the previous section play an important role In the analysis of this
section. .

The Model

The basic empirical model to be estimated in this section is given as

follows:

16



where Ci'= child support outcome for -the ith group,
421 = vector of control variables for the ith group,
IVD; = vector of variables representing services provided by the
IV-D program for the ith group, | |
u; = a random error term,

For the CPS data, three groups are Identified: nonrecipients of AFDC,
partial year recipients of AFDC, and full year recipients of AFDC. For the
AFDC survey data, the only group for which the mode! can be estimated is
recipients of AFDC in the survey month.

The Impact of fhehIV;D program on chilld suppor+ Is given by estimates of
§; for each group. in empirically implementing equation (12), three potential-
ly serfous problems arise. First, if selection info each of the three groups
depends on unmeasured variables affecting AFDC sfafué, then standard regres- .
sion analysis applied to (12) will yield biased estimates of §i. Using

equation (8) from the previous section, this can be formally shown as fol |ows:

E(Cy) = Zyyy + 1VDy8; + E(uy | F* < 0), o (13)
Partial Year Reclpients of AEDC
E(Cy) = ZyYy + IVDy8, + E(uy [ 0 < F¥ < 1), (14)

Eull Year Reclplents of AEDC
Under the assumption that the u;s are normally distributed with zero

means and standard deviations equal to o;, (13)-(15) can be rewritten as:
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E(Cy) = Zyvy + WDy 8y + ECuy | e < B,

= 21"{1 + 'VD161 - p101¢1/®1, . (16)

E(Cy) = Z,Y, + IV0262 + E(uy [=xB < € < 1 = xB),
= ZzYz + IVDZGZ + ngz(q)] - ¢2)/(®2- @1)‘, (17
E(Cg) = ZgYs + VD505 + E(uz | €> 1 = xB),

= Z3Y3 + |V0363 + 0303¢2/(1 - (I)z), ) (18)

Qhere Py = 0;¢/99; Is the partial correlafloﬁ'coefficlenf_befween u; and €,
Hence, only if u; is uncorrelated with € will 6rdinary lgasf squares estima-
tion of 57 be unbiased;' Since there Is no reason to presﬁme zero correlation,
this type of selectivity bias must be taken iﬁfo account fn estimation.

| Fol lowing Heckman (1979), selectivity bias correction terms are construc-
ted for (16)-(18) based on the résulfs In Table 2. These selectivity correc-
Tion terms are then entered into equations (16)-(18) and sTandaEd regression
analysis is applied.36 The effects of this ftype of selectivity bias on the
resul+s are discussed later In this section,

The second and third problems arising in és+ima+1ng (12) stem from the
fact that IV-D services are not provided on a random basis fto the population.
The second problem has to do with the fact that not all fami(]es seek help
from OCSE. In particular, only families having difficul+ties obtaining child
support are | ikely to apply. This type of selectivity blas is particularly
relevant for non-AFDC fami| ies because thelr participation in The.program is

voluntary., Because all AFDC families are required o assign support rights to
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the V=D égency, selection into the program may not cause as serious a bias
for fhém, al though such a bias stil| may be present. Fallure to correct for
this problem could lead to a significant underestimate of the Impact of the
{v=-D program. |

The third problem has to do with the possibil ity that amorng those who
apply for services, the |1V-D agency targets services in a nonrandom way. This
potential source of bias Is particularly relevant for AFDC fami| les because
1V-D services are provided to them freé of. charge.37 Faced with regource
constraints énd performance standards, there may be an Inducement to "cfeam,"
that is provide servlcés'fo the easiest cases. |f such creaming exists,
es#imaTea Impac+s'of the IV-D program would be too high.

In the empirical.work below, an attempt is made To adjusT‘for nonrandom
provision of services., For the problem of selection Into the [V-D progrém,
tThe adjhsfmen* Is made by Including as a control varléble a dummy variable
denoting whether the family contacted OCSE. The expected sign of this vari-
able is negative, particularly for non-AFDC families. The variable is only
avallable for the CPS sample. However, as mentioned above, the problem may
not be as serious for AFDC famllies,

The problem of nonrandom targeting Is more difficult to deal with empiri-
cally., 1+ essentially requires purging the program service variables of
systematic unmeasured effects. Since this problem is |lkely to be most impor-‘
tant for AFDC famllies, an adjusiment Is attempted only on the AFDC survey
sample. A generalized least squares, Instrumental variable procedure Is
adopted (to account for the endogenelty of the program service variable) and
the results are reported later In this section. The results are not entirely

satisfactory, but they imply that IV-D program administrators target services
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on the more difficult rather than the easjer cases., Hencs, fhere is no
evidence of "creaming" by program administrators. The main results présenféd
below do not adjust for nonrandom targeting so, iIf anything, they underesti-
mate the true Impact of the |V-D program.

Empirical Speclfication

Both the CPS and the AFDC survey data provide information on the types of
services provided by the IV-D program. In the CPS, mothers were asked whether
they had ever contacted OCSE, whether they received help, and what types of
services were provldedj The services | Isted are (1) an attempt to locate the
father, (2) an affempf to establ Ish paternity, (3) an attempt to establ ish a
support obl igation, (4) an attempt o enforce 'a supporT'order, (5) an aTTemp+
to obtaln coriec+ion,'and (6) other (unspecified) services., Three sets of
vafiables measuring program Impacts are constructed from This Information,
The first Is a dummy variable indicating whether help was recelived. The
second is a variable denoting the number of different types of services pro-
vided. The third Is a set of dummy variables denoting which.specific services
were provided, Four child support ouftcomes are examined as dependent vari-
ables: whether child support was received, the amount of child suppor+
received, whether a child support obligation exists, and the amount of the
child support obliga+i0m38

In the AFDC survey, information is available on three [V-D services: (1)
whether an action was taken to locate the father, (2) whether an action was
taken to establ Ish paternity, and (3) whether an action was taken to enforce a
support order, This Information was provided by the caseworker rather than
the mother and hence may not have the same Interpretation as the information

glven in the CPS,
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Table 3 presents the means of the child support outcome variables and the .
various V=D service variables used in this analysis. As one would expect,
nonrecipients of AFDC have highef child support award and recipiency rates.
Théy are aléo less |ikely.+6 use |V-D services. Full year recipients of AFDC
in the CPS havé appréxtmaTely the same chlld support award and recipliency
rates as AFDC famllies in the AFDC survey sample, lending credence to the
acéuracy of the data. The dol lar amounts In the CPS are somewhat higher,
reflecting presumably_fhe'differénf survey periods (1979 versus 1981),

.Surprisingly, there are very large differences In the reported use of |V~
D services for AFDC fahifies in the CPS and the AFDC survey samples. It Is
not clear'why the reported usage is so much higher In the AFDC survey sample.
it may refJec+ lack of knowledge on the.part of the mother regarding which
services are provided.or It may reflect different definitions of whether a
éérvice Is performed, The very large numbers in the AFDC survey sample seem
fo Imply that some of The.services reported by the caseworkers hay be simply
verification Qf information pertalining to the mother's child support situa-
tion, For example, a paternity action may represénf merely a verification of
the fact that pafernify is known rather than an actual attempt to establ Ish
paternity, In the CPS it is not known whether the low numbers ref lect léck of
knowledge or low utllization of the program.' Certainly in TBe case of non-

39 n any

AFDC familles, the figures suggest low util|lzation of the program.
event, without access to actual 1V-D case records, there is no way of assess-
ing the general accuracy of the service Information provided in the two sur-
veys.

In -additlon to the program impact variables, the emplrical models contain

several confrol variables. The control variables consist of dummy variables
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Table 3

Means of Selected Variables in IV-D Impact Model by AFDC Status

CPS o | AFDC Survey

Parttal Year Full Year Recipient 1in

v Nonrecipients .Recipients Recipients March 1979

Variable (N = 1,692) (N = 206) (N = 645) (N = 15,116)
1 = Received Child Support .45 o3 .15 .12
Amount of Child Support Received 978.1 : 428.2 258.9 : 147.8°
1 = Child Support Obligation Exists .55 .46 .28 .30
Amount of Child Support Obligation 1,368.8 859.4 612.1 443,82
1 = Contacted OCSE | .20 43 .36 N.A.
1 = Received Help from OCSE .10 .24 .19 74
Number of Services Provided .14 .36 .29 - 1.55
1 = Attempt to Locate Father - .03 .07 .07 .63
1 = Attempt to Establish Paternity .003 .02 - .02 .49
1 = Attempt to Establish Obligation .03 BNy A .07 N.A.
1 = Attempt to Enforce Support Order .04 .08 .04 .43
1 = Attempt to Obtain Collection .03 .06 .05 " N.A.
1 = Received Other OCSE Service BN Y | .05 .04 N.A.

N.A. = Not Available
aMonth]y data converted to annual terms.



for reglon of the country (Northeast, Northcentral, West), dummy variables for
race/ethnicity (black, Spanish), age and education of the mother, number of
children in various age groups (0-5, 6-11, 12-18), dummy variables for marital
status of mother (divorced, separated), years since the marital dissolution,
number of child support enforcement procedures used In the state (see USDHHS,
1981), a dummy varliable for whether the state has a tax Intercept program, a
dummy variable for whether the state has a statute of |imiltation for estab-

I ishing paternity, and fthe two selectivity correction terms (a dummy variable
for whether the mother contacted OCSE and the appropriate variable defined in
equations (16)-(18)),

Program lmpacts on Recelpt of Child Support

Tables 4 and 5 present the estimated Impacts of the V=D program on
whether child support is received and the amount recelved. These results
indicate that the 1V-D program has a significantly positive Impact on recelv=
ing child support for each group. The estimated Impacts In the two data sets
are qual itatively similar.

In the CPS, families who reported recelving help from OCSE havé a 20 per-
centage point higher probabili+y of receiving chlld support +haﬁ famil les who
did not report recelving such help, Prior to receiving IV-D services, the mean
probabl| ity of receiving child support for those who contacted OCSE Is .18.40
Provision of OCSE services ralses this probability to .38. Interestingly, the
mean child support recipliency rate for those who did not contact OCSE Is
also .38, so the program appears to.ralse the probability of recelving child
support to the levei prevalling in the rest of the population. Overall, the [V-D
program appears to have Increased the child support reciplency rate among single-

parent famillies in the United States by .03, which is about a 9 percent Increase.t]
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cps®
Full Sample (N = 2,543)

'Nonrecipjents of AFDC

(N = 1,692)b

Partial Year Recipients of AFDC
(N = 206)

Full YearbRecipkents of AFDC

- (N = 645)
AFDC_Survey©

Recipients of AFDC in Survey
Month (N = 15,116)

Divorced (N = 4,049)9
Legally Separated (N = 444)
Deserted (N = 3,415)

Unmarried (N = 8,447)

3rffects are for 1981.

Table 4

Estimated Impact of IV-D Program on Probab111ty of Receiving Child Support

(Standard Errors in Parentheses)

Type of Service Provided

1 = Received Number of T = Attempt 1 = Attempt 1 = Attempt 1 = Attempt 1 = Attempt
Help From Services to Locate to EstabTlish to Establish to Enforce to Obtain = Other

0CSE® Provided® _Father Paternity Obligation Obligation Collection Service
L 20% % L0GHkHk - 1 4Hk -.01 T 2% L22%%K L2 rkx .02
(.03) (.02) {.05) (.09) (.05) (.05) (.05) .05)
L19xex L09**+ -.10 ~-.10 .06 L22%K%% L 19%x* .02
(.05) - (.02) (.07) (.20) (.07) {.06) (.07) .08)
L29%E% LT -.22% .10 13 L1 L37F* .21
(.09) (.05) (.13) (.19) (.13) (.13) {.16) .14)
L 18* %% .08*** -, 15%&% -.10 L 18*Hk L16%* L20%x* .02
(.04) {.02) (.06) (.10) (.06) (.07) (.07) .06}
N L T0**% -.07* L02%x* f 22Kk f f
(.01) (.01} (.01) (.01 (.01)

L2 THEK L 10*F* -.03* .02 f L3 TRk f f
(.02} - {.01) . (.02) (.o1) (.02)

i A Trxk .02 .02 f ‘ 27 HHE f f
(.06) (.02) - (.05) (.04) : (.05}

L 10%k* Q7%%* -.002 .01 f A f f
(.01) (.005) (.o1) (.om (.01)

N i Q7w . -.01 L 04**r* f L 19xH* f f
(.01) (.01) (.o1) (.01)

DEffects are adjusted for selectivity bias.
CEffects are for March 1979 and are not adjusted for selectivity bias.
Individual categories sum to more than total sample because some families have

children in more than.one category.

(.002)

eEntered in separate regress1ons
fvariable not available in survey.

*Significant at 10% Tevel.
**Significant at 5% level.
***Significant at 1% level.
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ces®

Full Samp]eb(N = 2,543)

Nonrecipients of AFDC

(N = 1,692)

Partial Year Recipients of AFDC
(N = 206)

* Full Year Recipients of AFDC

(N = 645)b
AFDC Sur‘yeyc

Recipients of AFDC in Survey
Month (N = 15,716)
.Divorced (N = 4,049)d
Legally Separated (N = 444)

Deserted (N = 3,415)

Unmarried (N = 8,447)

aEffécts are for 1981.

Estimated Impact of IV-D Program on Amount of Child Support Received
(Standard Errors in Parentheses)

Table 5

Type of Service Provided

1 = Received Number of T = Attempt 1 = Attempt T = Attempt 1 = Attempt T = Attempt

Help From Services to Locate to Establish to Establish to Enforce to Obtain 1 = Other
0CSE® Provided® Father Paternity ObTigation Obligation Collection Service
258 4xkx 113.4%* -188.8 290.4 319.0%* 111.7 180.9 -175.5

(100.6) (52.0) (143.0) (292.9) (146.4) (146.4) (155.9) (166.9)
208.0. 120.6° -124.1 506.1 350.7 86.1 191.3 -109.0

(146.9) (78.6) (128.4) (656.8) (230.3) (195.4) (220.1) (264.1)
284.6% 42.4 -208.3 62.7 177.1 241.6 -82.3 32.3

(174.0) (88.6) (247.0) (383.9) (242.3) (249.8) (300.5) (275.4)
293. Trkk 122.3%* -254 . 7% 158.9 96.8 76.7 426, 2%** -31.9
(96.9) {48.6) (127.5) (222.9) (130.9) (169.6) (152.9) (149.5)
112.8*** 74 .8%*% -24 ., 7% 1.2 f 252.8*%% f f
(9.5) (3.6) (10.0) (8.8) (9.8)

269. 4+** 125 Goxse -77.6x%% 22.6 f 414.5%xx f f
(34.0) (11.1), (29.5) (23.0) (26.7)

" 151.7 133.6%%x 25.6 -28.6 f 366.5%x* £ f

(107.9) (32.7) (92.6) (73.7) (87.6)
124 . 2%%* 88 . fxx% -19.7 1.1 f 270, 7%%* f f
(22.7) (8.4) (21.2) (18.5) (21.4)
88. 7+k* 61.9%%* 3.5 20. 9%+ f 174 5%%% f f
(9.0} (3.5) (10.4) (10.2) (10.5)

Effects are adjusted for selectivity bias.

CEffects are for March 1979 converted to annual amounts and are not adjusted for

selectivity bias.

Individual categories sum to more than total sample because some families have

children in more than one category.

€Entered in separate regressions.
Variables not available in survey.

*Significant at 10% Tevel.
**Significant at 5% level.
**%Significant at 1% Tevel.



Dol larwise, familles using the V=D program are not receiving as much as
the rest of the population. Prior ToArecering V=D services, the mean amount
of child support received pér year for those who contacted OCSE Is $271.
Provlélon of OCSE services increases average coilecflons to $530 per year.'
The mean amount of child support recelved by those who did not contact OCSE is
$874 per year. Overall, the [V=D program appears to have increased col lec-
tions nationwide by about 5 percent,

For both data sefs,i+he resul ts suggest that successful col lectlon of
child suppdrf Is the result of a cumulative package.of services. This can be
seen by examining the és+ima+ed Impacts on the iIndividual progrém service
variables, Use of the parent locator service fo find the absent fé+her, for
léxample, actual |y reduces the probabil ity of obtaining gupporf unless enforce~
ment services afe al so provided.

Simllérly, establ Ishing paternity does not increase col lection rates
unless further services are provided. Finally, there appearé to be a positive
paYoff from attempts o establi ish suppoff obl igatlions but col lection rates can
be increased eveﬁ further if enforcement services are also provided,

The IV-D program appears to be effective for both AFDC and non-AFDC
famil les. However,‘ln terms of dollars collected, the program appears to be
more effective for AFDC famllies, This may be a reflection of the fact that
col lections for AFDC famlilies offset AFDC benefit amounts (and therefore AFDC
program costs) on a dol lar-for-dol lar basis, so the Incentive for the program
administrators to pursue col lection for AFDC families is greater. Collection
for non-AFDC families also reduces AFDC program costs but this "cost avoid-
ance" Impact of the program Is indirect, resulting from its effect of reducing

wel fare dependency,
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The large sample size in the AFDC survey enables esfimafldn of separate
1V-D program Impacts according to marital status. As would be expected, the
Impacts are |argest for divorced women and smal lest for unmarried women. The
Impacts are smal lest for unmarried women because usual ly more services have to
be provided for them, the fathers are |ess willing to pay, and the fathers are

less able to pay.42

Overal |, the results in Tables 4 and 5 indicate that the 1V-D program is
falrly successful In ITsvenforcemenf operations, As more comprehensive |
col lection mechanlsms.atg put into effect, such as those contalned in recent
legislation, pfograﬁ effecTIQeness should become even greater.

Impact of Selection B_ig_é on the Resulis

As indicated ear{ter, the empirical resuits are adjusted for two types of
selectivity bias? one arising'from selecflon into the AFDC ﬁrogram and one
arising from selection into the 1V-D program, Table 6 shows the effects of
These ftwo types of selectivity bias on the results, Of the two, selection
" Into the IV-D program is clearly the mosT important,

Selection Into the A?DC program causes the impacts of the [V-D program
for AFDC families to be underestimated and the impacts for non-AFDC families
to be overestimated. For each AFDC status, the selectivity correction term is
statistical ly significant., An apptox!mafe calculation of p is also given in
the table. These estimates imply that the error terms in the AFDC participa=
tion equation and the error terms in the child support equations are posi-
tively correl ated.

Selectlon iInto the IV=D program causes the Impacts of the 1V-D program to
be severely underestimated for each group. In fact, without the correction

term (the contact varisble), the estimated |V-D impacts are negative for two
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Table 6 .

Impact of Selectivity Corrections on Results
CPS Sample?

1 = Received Selectivity

Help From Correction . 1= Contacted
- OCSE Term o) - OCSE
AFDC Status
Nonrecipients - 208.0 -8,211.1%** .57+ -527.3%**
(N = 1,692) ’ , (146.9) (572.0) (111.2)
285,.3* —-- - -657 . 9FKk*
(155.5) ' (117.5)
-287.6%** --- -—— ---
(118.2) ' :
Partial Year Recipients 284.6* - 4,106.0%** .51 -399,1**
(N = 206) (174.7) (551.7) : (156.5)
314.3 . -—- -—- -526.0%%*
(198.7) ' (177.0) -
-85.2 --- --- R
(149.3)
Full Year Recipients 293, TH%* 5,055, 9%** .65 -264 , 4x%*
(N = 645) (96.9) : (403.0) - (81.2)
264.9%* - S - -327.0%%*
(108.4) (90.7)
16.0 ——- .
(84.3)

qResults are for estimates of amount of child support received in 1981. The
standard errors are not corrected for heteroskedasticity.

*Significant at 10% level.

**Significant at 5% level.
***Significant at 1% level.
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of the groups. The term measuring the bias (the coefficient of the contact
variable) Is greatest for non-AFDC families (as expected), but Is large and
“statistical ly significant for AFDC famil ies as wel l.

Impact of Nonrandom Targeting

The third possible source of bias in the results is due to nonrandom
targeting of 1V-D services. In order to investigate the potential Importance
of this probiem, three-stage least squares is performed on the program Impact
mode! using the AFDC survey sample. The results are presented in Table 7.

The resul s suggest very large blases due to program targeting. More-
over, rather than indiEa+}ng "ereaming" by V=D édminlsTrafors,,fhe results
suggest just the opposite; that program administrators +arge+ sefvices on the
more diffIculT cases., 'However, the estimated Impact of the 1V-D program
increases by a factor of 4 when nonrandom targeting is‘allowed. This result
seems somewhat Implausible but strengthens the basic conclusion that fhé 1vY=D
program has a significant positive impac+ on recelpt of child support,

Program Impacts on Establishing Child Support Obligations

Col lection activities represent an Important part of the 1V-D program and
as Indicated ear|ler, much recent legislation is aimed at Improving the col-
lectlon process., However, col lection is only part of the overall chllid
support problem In the US. Equally Important from a policy perspective is
the establ Ishment of formal child support obl igations. Mqre than one-half the
mothers in the CPS sample do nof have a formal child support award, Lack of a
child support award Is particularly prevalent among unwed mothers, who consti-
tute half the AFDC caseload, Without & formal child support award, col lection

Is not possible,
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Table 7

Impact of Nonrandom Targeting on Results?
AFDC- Survey Sample

Number of Type of Service Provided
Services 1 = Locate 1 = Establish = Enforce
Provided Father Paternity Obligation
Estimated Impact - 74, 8%** -24.7%* 1.2 252.8%%*
Random Targeting (3.6) (10.0) (8.8) (9.8)
Estimated Impact - 292.4%%*  _149.8%* -100.6 . 925.0%*%*
Nonrandom Targeting (16.2) (83.2) (76.3) (88.4)
Estimated Covariance
of Error Terms . -270.0 -35.4 -10.0 -128.2
Estimated Correla-
tion of Error -
Terms -.45 -.14 -.04 -.50"

aDependent variable is amount of child support received per year.

*Significant at 10% level.
**Significant at 5% Tevel.
***Significant at 1% level.
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Tables 8 and 9 show the estimated Impacts of |V-D services on whether the
mother has a child support obligation and the amount of the obl igation.
‘Unforfunafely, information on whether there was an attempt to establ ish an
obl Igation Is not available for the AFDC survey sample, Hence, the results
from the CPS and AFDC -survey samples are not directly comparable. |

The CPS results indicate signiffcanT'Impacts of the program on establ [sh-
Iing an obl igation for AFDC familles but not for non-AFDC famllles. As before,
the resﬁlfs highl ight the cumulative nature of the |V-D program; Without
fol lowing through with an attempt to establ ish an obl igation, father locator
and paternity esTabIlshmer services do not appear to yield a positive payoff.

The lack of a significant impact for non-AFDC famil ies on whether an
obl igation Is establ ished and for al.l %émllies on the amount of the obliga-
tion, suggests a possible mechanism for further iﬁprovlng the 1V-D program,
Most current proposals are almed af.lmproving col lection for famillies already
having a formal chiid support awafd. The resul +s presented here seem to
indicate that Iimprovements can also be made in the procedures used to estab=-
lish obligations. Because a formal child support award does not exist in over
one~-half the families, such improvements could lead to a substantial increase
in overal | col lections.A3 As the results below wil | Indicate, such improve=-
ments are potential ly as effective as those directed toward familles already

having an obl Igation.

4. lImplications of the Resulifs
In the previous sections, an attempt has been made to determine the
Impact of current child support enforcement procedures on recelpt of chlld

supporT and the impact of receiving child support on wel fare dependency.
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Table 8

Estimated Impact of IV-D Program on ProbaBi]ity of Having a Child Support Obligation
(Standard Errors in Parentheses)

Type of Service Provided

1 = Received Help

(.01)

3 ffects are for 1981.
bEffects are adjusted for selectivity bias.
CEffects are for March 1979 and are not adjusted for selectivity bias.

T=Attempt to Locate

T = Attempt to EstabTish

T = Attempt to EstabTlish

(.on

Individual categories sum to more than total sample because some families have children in

€Entered in a separate refression.
fVariable not available in survey.

.0n)

from OCSE® Father Paternity Obligation
cps?
Full Sample (N = 2,543) ' RIS .03 .10 12wk
(.03) (.04) .09) .05)
Nonrecipients of AFDC (N = 1,692)" ) .05 .02 .09 .04
- (.04) (.07) .19) .07)
Partial Year Recipients of AFDC (N = 206)° 21 -.04 .16 .14
: ' (.10) (.13) .22) .13)
Full Year Recipients of AFDC (N = 645)° B Ve -.01 . 20% L 18%%%
_ (.05) (.07) .12) .07)
AFDC Survey®
Recipients of AFDC in Survey Month (N = 14,367) 19k N 7FE LQ9Hr* f
(.01) (.01) .01}
Divorced (N = 3,841)9 23H 27k .002 £
' (.02) (.02) .01)
Legally Separated (N = 414} L 16%* L36xrx .01 f
(.07) (.05) .05)
Deserted (N = 3,221) L 1BR*k 20k .02 £
(.02) (.02) .07)
Unmarried (N = 8,075) ’ 22wk ] Tk QR £

*Significant at 10% Tevel.
**xSignificant at 5% level.:

***Significant at 1% Tevel.

more than one category.



Table 9

Estimated Impact of IV-D Program on Amount of Child Support Obligation

cps®

Full Sample (N = 2,543)

Nonrecipients of AFDC (N = 1,692)°
Partial Year Recipients of AFDC (N = ZOG)b

Full Year‘Recipients of AFDC (N = 645)b

AFDC Surveyc'
Recipients of AFDC in Survey Month (N = 14,367)

Divorced (N = 3,841)9

133

Legally Separated (N = 419)

Deserted (N = 3,221

Unmarried (N = 8,075)

3cffects are for 1981, ]
bEffects are adjusted for selectivity bias.

CEffects are for March 1979 converted to annual amounts and are not adjusted for selectivity bias.
Individual categories sum to more than total sample

_CEntered in a separate regression.
Variable not available in survey.

{Standard Errors in Parentheses)

Type of Service Provided

[
~e

1 = Received Help T = Attempt to Locate 1 = Attempt to Establish 1 = Attempt to Establish
from OSCE® Father ) Paternity Obligation
790.3 674, Qk** -194.8 44 1
(161.6) {226.5) {469.7) (231.3)
321.9 1,100. 7#%% -90.2 157.3
(218.7) (336.8) (963.1) (340.5)
183.5 -585.,6% -431.3 -189.0
(258.8) (343.2) (558.4) (344.0)
48.1 602.4 -377.1 -193.6
(293.7) (386.5) (687.7) (389.4)
175. 9% 209. Q%% 40, 9%** f
(14.2) (14.2) (13.6)
253, TH¥* 342, TH¥% -57.6% f
(42.8) (38.7) (33.5)
216.9 703 .6%#x 6.6 f
(192.7) (151.5) (146.3)
188, 4*x** 265, 2%%% -20.3 f
(33.3) - (106.1) (28.5)
270.5x** T13.3*%** 169 . 4+5** f
(13.2) "(14.6) (14.6)}
" *Significant at 10% Tevel.
**Significant at 5% Tlevel.
***Significant at 1% level.

ause some families have children in more than one category.



Empirical models have been developed to explalin wel fare dependency and to
estimate the impact of‘fhe Child Support Enforcement (1V=-D) Program on various
'child support outcomes. The results indicaTe‘ThaT the 1V-D program has a
significantly positive effect on recelpt of child support and that receipt of
child support reduces wel fare dependency.
The preclse magnitude of the Impact of chiid support enforcement policles
on wel fare dependency and poverty can be estimated by applying the results to
an analysis of various types of child suppprf systems. In this §ec+ion, such
an analysis Is undertaken. The objective is to compare several policy out-
comes under the fol lowing child support systems: |
1. no 6hf|d_suppor+
2. childbsubporT, but no V=D program
3. current IV-D program (as of 1981)
4. expansion of V=D program
a. full paﬁf!c[pa+lon among those due child support
b. full participation among all eligible families
c. full enforcement of exis+ing obl igations
d. full enforcement of obligations for all single parent families
By simulating wel fare dependency and poverty rates under each of these
- systems, an overall assessment can be made of the potential of the 1V-D
program as a mechanism for Increasing tThe economic well being of single-parent
families.44
No Child Support
The first system considered Is one in which no chiid support Is paid,
This represents the worst possible situation for single parent families., To

provide estimates of the effects of this system, all child support payments
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received under the current system are subtracted from the family's total

Income.

Child Support. But No 1V=D Program

Under this system, it is assumed that the family receives chl|d support,
but the estimated program Impacts in Table 5 (based on the CPS sample) are
subtracted for all families that reported receiving help from OCSE. Thus, all
calculations under this system are supposed to represent what families would

have obtalined through their own effor+ts without the help of the IV-D agency,

Current 1¥Y-=D Program

This system represents the current situation for each family. Hers,
calculations are made using the data reported in the CPS.

Expansion of the |V=D Program

Full Particlipation Among Those Due Child Suppori. Four potential expan-

sions of the |V-D program are considered. The first, full participation among
those due child support, involves application of the estimated program Impacts
In 1981 to all famillies who did not report receiving enforcement assfs+énce
from OCSE. The estimated impacts from Table 5 for the services that attempt
to enforce an obl Igation and obtain col lection are applied to these
familles, 42

There are two major | Imitations to the estimates derived under this
approach, First, it Is assumed that the impacts would be the same for those
who have not received IV-D services as for those who have received IV-D
services. |f targeting of services under the current system Is nonrandom or
if there are important infteractions with observed characteristics of the

fami|ies that are not captured in the estimates of Table 5, then these Impacts

would not be appropriate for the famil ies not currently receiving {V-D
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services. Since It is |lkely that the Impacts for such famllies.would be
|ower, the estimated effects of +hI§ system may be overstated.

The second | imitation to deriving estimates under this system concerns
underreporting of OCSE contact for AFDC familles. As Indlicated eariier in
Table 3, the CPS and the AFDC survey differ considerably In reported use of
the 1V-D program by AFDC families. It Is not clear how underreporfing of
contact Qifh the 1V-D agency would affect the calculéfions under this system.
- One the one hand, If more fami|ies actual ly received services from OCSE, then
The calcula+f§ns woulq overstate the Impact of the hypothesized expansion.46
On the other hand, undefréborfing of OCSE contact may have caused an under=~
estimate of the program's impact in Table 5, which would lead to an under-
statement of the impact of the expansion. WiThouT more Information, it is not
possible to assess the Importance of these pofenfial biases in the estimates.

Eull E.acir_islpgilgn Among ALl Eligible Familles. Under this system, V=D
services are assumedlfo be provided to al |l familles currently lacking a child
support obl igation as well as all families currently having a child support
obli Igation. To ﬁerive the estimates under this system, each family is given
the estimated impacTé in Table 5 for services they did not receive. |f the
family had contacted the IV-D agency but did not reéeive assistance In estab-
| ishing or enforcing an obl igation, they were given these services. |f the
family had not contacted OCSE, then they were given the ful | range of ser-
vicesA7 As in the previous system, these calculations may lead fo biased
Impacts if the true program Impacts for nonparticipants are different than for
current parficlipants.

Eull Enforcement of Existing Oblligations. Under this system, It is

assumed that there are no new attempts to establ Ish chlld support obl Igations,

36



but that ful | enforcement Is achlieved for all families currentiy havfng an
obligation. This system represents the maximum possible amount that could be
col lected ﬁnder a system of mandatory wage withholding, The calculations are
made by assuming each family due child support receives the full amount due.

Full Enforcement of Obligations for ALl Famiiles. The final system
Investigated assumes ful |l enforcement of child support obl igations for all
families. |t represents the maximum amount of chlild support payments possible
under the current Iégal environment. To make the calculations, It Is neces-
sary to predict an award émounT for all families currently facking an obl iga-
tion. This Is done by abpi?tng the behavioral equations underlying THe esti-
mates In Tables 8 and 9 16 each family currenffy lacking an obl igation and
+heﬁ deriving an obl igation amount conditional on having an obl igation. Using
these estimated obl igation amounts, It Is then assumed that the fami| ies
receive the ful | amount due.t8

Qutcomes Examlned

Under each system described above, three bolicy outcomes are examlined:
the AFDC participation rate, the poverty rate, and the amount of child support
col lected as a percentage of AFDC benefits pald. To calculate the AFDC parti-
cipation rate, the resul+ts of Table 2 are applied to each family under each
system using equation (9). The varliables varying across each system are those
involving changes in nonwage income.*9 To calculate the poverty rate, each
family's total Income is compared to the poverty level for that family, which
Is glven on the CPS. The CPS defines poverty on the basis of cash income only
and does not consider in-kind benefits, For our purposes, this Is not an
Important | Imitation because we are inferested primarily in comparing poverty

rates across dlfferent child support systems rather than examining the poverty
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rate itsel f.. Poverty rates are not calculated for the second, fourth, and
fifth systems because the method used to calculate income under these systems
would lead to incorrect estimates of the poverty rate,?0

In calculating the povery rate, no behavioral changes are assumed. This
means that the poverty rate under the first system (no child support) is
overestimated and the poverty rate under the Ias+~éys+em (full enforcement of
child support obl Igations for all eligible families) is underestimated.’!
Hence, the range of poverty rates presented here will represent the maximum
possible rangé under the varlous systems examined.

The third policy outcome calculated Is the amount of child support
col fections as a percenfagé of AFDC benefits. This Is an often-quoted figure
. in discussions of.ch}ld'suppof+ policies and appears reguiariy in OCSE publ i~
cations, It Is infended to serve as an indicator of the col lection potential
of the IV-D program. This percentage Is calculated In two ways; first by
dividing child support received by the fam!ly under each system to the AFPC
benefit the famlly would receive If there were no chlld support, and second by
dividing child support received by the famlly under each system to the AFDC
benefit the family would receive under that system. These calculations are
only performed for faml! ies who reported receiving AFDC benefits In the CPS In
1981,

Results

The simulation results are presented In Table 10. Three things stand out
in this table. First, the results indicate that AFDC dependency Is qulite
Insensitive to changes in child support policies. Moving from the worst
possible situation in which no child support Is collected to the best possible

situation in which the maximum amount of child support is col lected for each
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Tab]e 10

Predicted Effects of Child Support Enforcement on Welfdre
Dependency, Poverty, and Welfare Costs

Child Support

AFDC : Collections as
. Participation Poverty a Percent of
Child Support System Rate Rate? AFDC Benefitsb
No Child Support . .36 .52 0 (0)
Child Support - No IV-D - o
Program .34 - 4.8 (5.1)
. Current Child Support .
System (in 1981) S .34 .48 6.2 (6.7)
Expansion of IV-D Program '
Full participation émong' v
those due child support .34 R 7.9 (8.6)
Full participation among
all eligible families .34 ---  13.5 . (15.5)
Full enforcement of all | ’ .
existing obligations : .34 .47 13.5 (15.6)
Full enforcement of
obligations for all
families .32 .43 31.6 (46.2)

dassumes no behavioral changes. Range would be smaller if behavioral changes
were incorporated into estimates.

bAmong existing AFDC recipients in 1981. Percentage measured from base with
no child support. Figures in parentheses are percentages measured
relative to AFDC benefits paid under the system in question.
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family, reduces the AFDC dependehcy rate by only .04, or by about 11 percent.
The IV-D program, even If it were to provide services to al | ellgible familles
fé predicted to have virtual ly no impact on AFDC dependency,

Second, as an antipoverty device, child support enforcement agaln appears
somewhat ineffective. Comparing the worst possible situation to the best
possible situation reduces the pover+y rate by .09 percentage points, which Is
‘abouf a 17 percent reduction. Within the feasible pol icy range, poverfy Is
only slightly affected.’? |

Part of the reason for such a relaflvely smal | Impact of child éuppor?
enforcement on wel fare dependency and poverty is low child supporflaward
amounts. In the CPS sampie, the average child support award amount In 1981
was $197 per month, or about $111 per child. Becauge the average AFDC benefit
was about $282 per month and ;nd the average poverty level was about $650 per.
month, full enforcement of child support obl igations stmply does not generate
snough of an increase in Income to cause many faml]lies to escape wel fare
dependence and poverty. Higher award amounts and/or other sources of income
(p;Incipal ly earnings) are necessary.53

Third, while child support pol icies appear to have a minimal effect on
wel fare dependency and poverty, they do have a potential ly significant effect
on AFDC costs. Under the current system, chiid support collections represent
approximately 6.7 percent of current AFDC benefits.”? The analysis In this
paper suggests that about 1.6 percent (or just under one-third) can be attri-
buted directly to the V=D program. |In the absence of the IV-D program, it Is
estimated that the remaining 4.8 percén+ would have been col lected by the
55

mothers through their own efforts.

If the V=D agencies provided the full range of services to all AFDC
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families, It is estimated that they coﬁld recover about 15.5 percent of AFDC
costs. This [s about the sahe as would be col lected If +here were ful |
enforcement of al | existing obl igations, 11 lustrating the potential effective-
ness of greater efforts to establ ish obligations, |f there were full enforce-
ment of obl Igations for all familles, close to one-hal f of AFDC benefits palid
out could be recovered. These findings suggest that a successful system of
mandatory wage wlthholding coupled with greater efforts fto establ ish obl iga-

tions could recover somewhere between 15 and 20 percent of AFDC benefits.

5. QConclusions

Chlld support enforcement has been receiving.increaéed a++en+ron among
policymakers in recent years; as evldenced by +he enactment of several Impor-
tant pieces of legislation. One of the main purposes of such legislation Is
to reduce wel fare costs by shifting responsiblli;y for the supporT of young
children from the gerrnmenf to the absent parent., In addition, it is hoped
that child support enforcement will enable many families fo evenfually escape
wel fare dependency elther by leaving the rol ls or by being prevenfed froﬁ
Joining the rolls.

The analysis of this paper suggests that child support enforcement repre-
sents a potential ly effective means for control|ing AFDC program costs, but as
an antipoverty device, it appears |imited within The context of the current
legal system which sets and establ Ishes child support obl igations. However,
child support enforcement activities appear to provide an Important complement
to traditional welfare agency activities of encouraglng work effort In gener-
ating an overal | increase in the economic wel I-being of sing!e-parent

famil ies.
-~
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Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
D.C.
Florida
Georgia
Hawaii
Idaho
ITTinois
Indiana
Towa
‘Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New dersey
New Mexico
New York

gsS

148
544
244
177

573 .

358
483

312

349
230

199 -

546

.323

336
315

419

367
235
200
359
326
445
512
755
120
290
337
405
321
392
414
271
486

.30
.43
.09
.37
.59
.49
.35
.26
31
.37
47
.46
.45
.30
.39
.57
.31
.38
.26
.38
.31
.47
.29
.31
.35
.56
.48
A1
.45
.34
.39
41

APPENDIX
Table A-1

State Data Used in Analysis
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as t LT TI FEE CR AP NE SL YS U
North Carolina 210 .42 0 1 1 0 0 7 1 3 6.4
North Dakota 408 .50 0 0 0 1 0 6 1 5 5.0
Ohio 325 .52 0 0 0 0 0 6 0 0 9.6
Oklahoma 349 .47 1 0 1 1 1 6 1 3 3.6
Oregon 384 .47 0 1 0 1 1 6 1 10 9.9
Pennsylvania 395 .40 0 0 0 0 0 3 1 6 8.4
Rhode Island 397 .47 0 0 1 1 0 6 1 4 7.6
South Carolina 159 .31 1 0 1 1 0 2 0 0 8.4
South Dakota 361 .45 0 0 1 1 0 6 1 2 5.1
Tennessee 148 .38 1 0 0 0 0 6 1 2 9.1
Texas 140 .51 1 0 1 1 0 3 1 1 5.3
Utah 421 .52 . 0 1 1 1 1 7 0 0 6.7
Vermont 560 .41 0 0 1 0 1 7 0 0 5.7
Virginia 283 .51 1 0 T 0 1 6 0 0 6.1
Washington 491 .39 1 0 T 1 6 1 5 9.5
West Virginia 249 .43 1 0 1 0 0 6 1 3 10.7
Wisconsin 538 .35 0 0 0 0 0 7 1 6 7.8
Wyoming 340 .49 0 0 1 1 0 6 1 3 4.1
KEY: ¢S = AFDC monthly guarantee level (family of 4)
t = Effective AFDC benefit reduction rate on earned income
LT =1 if ratable on deficit or limit on AFDC payment
TI =1 if state tax intercept program in operation prior to 1981
FEE = 1 if application fee charged for non-AFDC cases
CR =1 1if costs recovered for non-AFDC cases
AP =1 if administrative procedures used to enforce support obligations
NE = number of enforcement procedures used
SL =1 if there is a.statute of 1imitation for establishing paternity
YS = length of statute of limitation for establishing paternity
U = male unemployment rate
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Table A-2

Wage Equation Estimates - CPS

(Standard Errors in Parentheses)

Var%ab1e'>

Constant N
1 = Family Head

1 = Northeast

1 = Northcentral
.1 = West

1 = SMSA

1 = Central City

1 = Large SMSA

T = Black

1 = Spanish
Education
(Education)
Experience (Age-Education-5)

2

(Expem’ence)2

1 = High School Diploma
T = Homeowner

Nonwage Income ($000)

1 = Divorced

1 = Separated

LAMBDA

-2 Log Likelihood
rZ

*Significant at 10% Tlevel.
**Significant at 5% Tlevel.
**%Significant at 1% Tevel.

Probit on Whether a

Wage s Observed

-1.
L16%*

.40***
25 %k

2G%*k

27 **F*

.06
.05

L 29%*%x
L 38*x*
.18*

. 10*
.001
LO05%%%x
.00 T***
(57 kxk
L] 7Rk

L02%%%x

34Kk

.05

617

(
(
(
(
(
(
(
(
(
(.
(
(
(
(
(
(
(
(
(

.49
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Logwage Equation

LT5%%
.003
.02
.06
.]2***
L07%%
.06
.04
.07
.03
. 0045

O3 %*%x

L0071***

.02

.14

(.29)

(]
=

o o
= &

.03)
.04)
.03)
.06)
.04)
.002)
.01)
.0001)
.05)
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Tover 1 million divorces occur annual ly in the United States (compared
with about 2 milllon marriages) and the rate of il legitimate births Increased
from 10.7 percent in 1970 to 17.1 percent in 1979,

Z0ne such attempt is the Work Incentive (WIN) program which requires AFDC
mothers with children over the age of 6 (over the age of 3 under current
proposals) to be avallable for work or training programs. Refusal to accept
WIN services can result In loss of AFDC el igibility. Most welfare programs
impose some form of work requirement as a conditlion of eligibility for receipt
of benefits.

3According to the 1979 AFDC Recipient Characteristics Study oﬁly about 15
percent of women recelving AFDC benefits hold full- or part-time jobs,

4A detalled discussian of the legislative history of Title IV=D is given
in U.S, Depariment of Health, Education, and Welfare (1976).

child support col lections made on behal f of AFDC familles are used to
offset AFDC benefit amounts on a dol lar-for-dol lar basis. Because the AFDC
mother does not gain financial ly from receipt of child support (as long as she
remains on the welfare rolls), she has no incentive to seek child support or
10 report any col lections fo the wel fare authorities. Hence, as a condition
of eligibility for receipt of benefits, AFDC authorities require AFDC mothers
to assign thelr support rights to the IV-D agency, who in turn pursues
collection,

5in the last 2 years, federal funding for the IV-D program has been cut
back., The Tax Equity and Fiscal Responsibility Act of 1982 (P.L. 97-248), for
example, reduced the federal matching rate for most administrative costs from
75 percent fto 70 percent. In addition, the Child Support Enforcement
Amendments of 1984, recently signed by President Reagan, reduces the federal
matching formula further in gradual increments, to 66 percent by 1990.

7Al‘rhough the CPS is known fo undercount the number of families recelving
AFDC benefits and Is suspected to undercount the number of AFDC families
receiving child support (because the |V~-D agency makes the col lections), these
flgures are corroborated by data from the 1979 AFDC Recipient Characteristics
Study as well as other sources. By way of contrast, 45 percent of non-AFDC
women recelved child support in 1981 and 55 percent had a formal child support
award, One should not conclude from these figures, however, that lack of
child support is the most Important factor contributing fto welfare dependence.

8Never married mothers constitute about one-quarter of al| female headed
families in the United States, according to the April 1982 CPS.

SGiven relatively high turnover in the AFDC population, a ftapering off of
col lection rates does not necessarily imply the program's Impact on wel fare
dependency Is decl Ining.

100fficial statistics on child support col lections for non-AFDC famil ies
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should be viewed with caution because they are suspected of being highly
inaccurate, possibly overstating collections by as much as several hundred
million dol lars (USDHHS, 1982b).

states are also required to have simiiar programs for state tax refunds
and laws exist In several states to withhold Unemployment Insurance benefits
from del inquent absent parents,

12The AFDC survey obvlously cannot be used o investigate the wel fare
participation decision because only AFDC famil ies are surveyed.

'3The mode! is simllar to the one presented by Robins and West (1980) for
determining participation in a negative income tax program, The model Is aiso
similar to the AFDC program participation model developed by Moffitt (1983).
Unl ike the Moffitt model, however, the present model does not explicitly para-
meterize wel fare stigma and does not Impose a particular functional form on
the utility function. For other recent models of welfare participation, see
Ashenfelter (1983) and Plant (1984). ‘

14The actual benefit formula In practice for this perlod Is
B = Min {r(gS - N - Max(0, 2/3WH - 20 - D)), M}, where M is the maximum
monthly benefit (see USDHHS, 1981). The benefit ceiling is Indirectly
accounted for In the empirical work below but is abstracted from in the
theoretical analysis.

51n only two states, Mississippl and South Carol ina, is the ratable (and
hence the implicit tax rate on child support) less than one.

810 Iate 1981, the AFDC regulations changed when the Omnibus Budget
Reconciliation Act of 1981 standardized work expenses to $75 per month and
imposed a tax rate of 100 percent on earned income after the first four months
of being on the program. The new regulations became effective in October
1981, which is during the latter part of the analysls period for this paper.
Most states did not formal ly Implement the new regulations until 1982 so they
should have no impact on the analysis.

"This formulation abstracts from the positive Tax system and other tfax
and transfer programs that are income conditioned, | do not account for These
other programs in the empirical analysis and do not think they would substan-
tially alter the empirical results.

18Allowlng v, and V,, to vary in the sample also alléws Ho to vary.

Y
Since | estimate average values of V, and Vy, | can derive average H, and
average Income and substitution effects evaluated at H,

19For example, Tthe uncompensated wage elasticity is given by

Vo’ Vi = Vyw/Vy)wo, the uncompensated income elasticlity is given by

(Vyw/Vw - Vyy/Vy)YNo, and the total income elasticity is given by
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20The mode! can also be used to determine the impact of AFDC guarantee
levels and tax rates on utility and AFDC participation.

Z1|n the empirical work below, | perform a test to determine whether
child support payments affect AFDC dependency in a manner different from other
nonwage Income. The results suggest that they do not.

22p5 Rosett and Neison also show, if F¥ is observed for nonlimit
observations, the IlkelThood function Is given by Il & T ¢/c (1 - 9,)

- =* =
where ¢ = ¢ ((F¥ - xB)/0). F=0 F=F* F=l

23The first survey took place in April 1982 and the most recent survey
took place in April 1984, Each child support survey has been merged (by the
Census Bureau) with the March CPS of that year. Thus, in addition fo child
support information, the public use files contaln a considerable amount of
economic and demographic information for each famify. See U.S. Depariment of
Commerce (1981, 1983) for a description of the first two surveys.

Z4The CPS 1s known to understate the number of fami!les receiving AFDC,
However, 1t Is not known whether the unidentified femilies are a random subset
of the CPS population. |f they are a random subset, the results presented in
this study will not be biased.

257 more general analysis (not Taken in this paper) would be fo al low for
varying preferences through the basic budget constraint variables in equation
(2).

28pata from the 1979 AFDC Recipient Characteristics Study are used to
derive estimates of b for each state. | modified Hutchens' procedure by
suppressing the constant terms in the work related expense regressions and
excluding all other varlables, Estimates of b are obtained in all but 2
states (Neveda and Vermont), where the mean estimate of b is used instead.
The Implied AFDC tax rates (r(2/3 = b)) are presented in the Appendix Table
A-1, along with the other state varlables used In this study, These estimated
AFDC tax rates are similar to those reported by Fraker and Moffit+ (1983) who
use the same data source for deriving the estimates.

.27The results for estimating W are presented in the Appendix Table A-2.

28Alimony and child support data are also avallable in the income sectlion
of the March questionnaire, but are not used because the data from the April
supplement are judged to be more accurate.

29Appendix Table A=1 gives the values of gS for a famiiy of 4 for each
state.

30emp i oyment status of the mother at the time of the marital dissolution
is a proxy for the preference for work., This variable is available only for
women who were previously married, Because variabies are Included for marital
status, the omitted category (never married) wil!l pick up effects of marital
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status and work preference on AFDC participation.

31Recal | that the effects of the positive tax sysfem and o+her transfer
programs are ignored.

3214 1s possible that child support has an effect different from other
nonwage Income on AFDC dependency. To test this, the model was reestimated
al lowing the effects of the two types of nonwage income to be different. The
unconstrained model has 4 additional terms In the second order Taylor series
expansion. A |ikelThood ratio. test was performed on the two models., The Chi-
square statistic (d.f. = 4) Is 3.28, which Is not significant at the 10
percent level, Thus, the hypothesis that the effects of child support and
other nonwage income are the same cannot be rejected.

33Curren‘l'ly, 23 states reduce the AFDC guarantee level through g rather
than through r. Using r for thls purpose would allow a reduction in the
implicit tax rates on earnings and child support as well.

3431nce virtual ly al | AFDC famllles In the sample are currently subjected
to a 100 percent tax rate on child support payments, this result should be
viewed with caution. However, If the constraints imposed by the model are
val id, the result will be reascnably accurate.

35AFDC families are required to assign thelr support rights to the state
IV-D agency while participation in the 1V=D program is strictly voluntary for
non-AFDC famliles, Furthermore, AFDC families do not gain financially from
col lection of child support while non~AFDC families do. .For these and other
reasons, the effectiveness of child support enforcement procedures Is |ikely
to be different for the two groups of familles,

36The estimated standard errors of the coefficients In (16)-(18) are not
corrected for bias due to heteroskedasticity. The selectivity correction is
made only for the CPS sample and not for the AFDC survey sample because all
the variables needed to construct the selec+ivl+y correction term are not
avallable in the AFDC survey. :

37as Indicated ear| ler, many states charge a fee to non-AFDC famil ies and
some have cost recovery provislions.

3sBy child support obl igation, it Is meant that child support was actu=-
ally due In 1981, Scme mothers had a child support award but were not due
payments in 1981,

39As Indicated earier, OCSE has been focusing greater attention recently
on ‘the non-AFDC component of the V=D program.

40Th1s figure is derived from the coefficient on the contact variable
which is not reported in Table 4,

A1This Is obtained by multiplying the Impact coefficient (.20) by the
fraction of familles receiving 1V=-D services (.13).,

42Almos+ one~-hal f the AFDC caseload consists of women not married to the
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children's father. This represents a major stumbiing block for the IV-D
program in [ts attempt to reduce welfare dependency through child support
col lections.,

'43Alfhough Increasing the award rate represents a potential way of
increasing collections, It may not be cost effective. A rigorous determina-
tion of whefher the 1V-D program Is cos+—effec+lve Is beyond the scope of this
paper.

44061 lerich and Garfinkel (1983) also simulate the effects of various
child support systems. Thelr analysis, however,” does not consider the Impact
of the V=D program or expansions of I+, Furthermore, they do not investigate
the effects of various child support policies on AFDC dependency and AFDC
costs. On the other hand, they consider new systems In which child support

awards are increased and are tied directly to estimates of the absent parenf'e_

abi I Ity to pay. For portions of their analysis that overlap with what Is
presented here, the results are qualitatively similar. .

43N0 family is al lowed to receive more child support Than It Is due.

46Correspondlngly, the calculations woul'd understate The Impact of The
current system relative fo sysfem 2 (child support but no 1V-D program).

47They were not given paternity services or father locator services
because it was not possible to determine whether such services were required.
As the coefficlients in Table 5 reveal, this would lead to an understatement of
the impact for non~AFDC families, while for AFDC faml|les this would lead to
an overstatement of the impact. ,

48The behav loral equations are avallable, upon request, from the author,

49The results rising the first and second order Taylor series approxima-
tions are virtually identical.

50The reason Is because each feamiiy Is assigned an expected change in
income and the distribution of the changes In the sample Is not conslidered.
I+ would be possible, using more el aborate simulation +echniques, to calculate
poverty rates under these three systems.

51The poverty rate under the first system Is overestimated because when
child support is taken away, some families will Increase thelr |abor supply
and some families will join the AFDC rol ls. Both of these behavioral changes
will partially cushion the Income loss due to the removal of child support and
reduce the true poverty rate, The poverty rate under the last system will be
underestimated for precisely the opposite reasons.

52hile the percentage of families In poverty Is only slightly affected,
the poverty gap may be significantly lowered (see Oellerich and Garfinkel,
1983).

530l lerich and Garfinkel (1983) find that higher award amounts and
enforcement of such awards could significantly reduce poverty.
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4The official statistics (USDHHS, 1983), report that child support
col lections were 5,2 percent of AFDC payments in fiscal year 1981.

The IV-D agencies refer to such col lections as "redirected payments."
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