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Abs t r ac t  

This  paper f i r s t  desc r ibes  Wisconsin's c h i l d  suppor t  system and i t s  

shortcomings. I t  then desc r ibes  a Child Support Assurance Program that 

is being undertaken on a demonstration b a s i s  i n  Wisconsin. The new 

program e n t a i l s  a s tandardized percentage-of-income shar ing  r a t e  f o r  

absen t  pa ren t s ,  automa t i c  withholding of c h i l d  support ,  and a n  assured  

bene f i t .  The r a t i o n a l e s  f o r  these  f e a t u r e s  of the program a r e  presented,  

a s  a r e  estima t e s  of the  b e n e f i t s  and c o s t s  of the  new program. 

A f i n a l  s e c t i o n  desc r ibes  the c u r r e n t  s t a t u s  of the  new program i n  

Wisconsin, the  p a r t s  t h a t  have been implemented i n  the demonstration, the 

p a r t s  t h a t  a r e  y e t  to  be t r i e d ,  and the  responses of the  l e g i s l a t u r e ,  

judges, admin i s t r a to r s ,  and count ies  t o  the  i n i t i a l  s t a g e s  of the  reform. 



Reforming Wisconsin' s Child Support Sys tem 

INTRODUCTION 

One of every f i v e  ch i ld ren  i n  Wisconsin is now p o t e n t i a l l y  e l i g i b l e  

f o r  c h i l d  support .  1 That is, they have a l i v i n g  parent  n o t  r e s id ing  with 

them who could be con t r ibu t ing  to  t h e i r  f i n a n c i a l  support.  Demographers 

p r o j e c t  that near ly  one-half of a l l  ch i ld ren  born today w i l l  become 

p o t e n t i a l l y  e l i g i b l e  f o r  c h i l d  support  before they reach adul  thood.2 

Thus the  q u a l i t y  of Wisconsin's c h i l d  suppor t  i n s t i t u t i o n s  is of g r e a t  

impor tance. 

Unfortunately , though Wisconsin' s ch i ld  support  sys  tem is one of the  

b e s t  i n  t he  na t ion ,  i t  is s t i l l  plagued by se r ious  problems. It condones 

and the re fo re  f o s t e r s  pa ren ta l  i r r e s p o n s i b i l i t y .  I t  is  inequi tab le .  And 

i t  l eaves  thousands of ch i ld ren  and t h e i r  mothers impoverished and depen- 

d e n t  on welfare .  

I n  response t o  these problems the  s t a t e  has embarked upon a major 

reform e f f o r t  to  c r e a t e  a new c h i l d  support  assurance sys  tem. I f  suc- 

c e s s f u l ,  Wisconsin's system w i l l  l i k e l y  become the model f o r  the  na t ion .  

I n  t he  f i r s t  two sec t ions  of t h i s  paper, we descr ibe  Wisconsin' s 

c h i l d  support  sys  tem and document i t s  shortcomings. The t h i r d  s ec t ion  

o u t l i n e s  the  contents  of and presents  the r a t i o n a l e  f o r  a new c h i l d  sup- 

p o r t  assurance system. The fou r th  s e c t i o n  provides es t imates  of some of 

t he  b e n e f i t s  and c o s t s  of the proposed new system. I n  the  l a s t  s ec t ion ,  

we d i s c u s s  the s t a t u s  of the reform e f f o r t  and prospects  f o r  the  fu tu re .  



THE CURRENT SYSTEM 

The c h i l d  suppor t  system c o n s i s t s  of two major parts: the family 

c o u r t  system and the wel fare  system. The former e s t a b l i s h e s  and enforces  

noncus todia l  parents '  o b l i g a t i o n s  to  provide f i n a n c i a l  support  f o r  t h e i r  

ch i ld ren .  This  p a r t  of the  system may be thought of a s  engaging i n  the 

pub l i c  enforcement of p r i v a t e  c h i l d  support  ob l iga t ions .  I n  c o n t r a s t ,  

the second p a r t ,  the wel fare  system, provides publ ic ly  financed economic 

suppor t  f o r  poor ch i ld ren  and t h e i r  c u s t o d i a l  parents .  

Family l a w  is t r a d i t i o n a l l y  a province of the s t a t e s .  Wisconsin, 

l i k e  most s t a t e s ,  has s t a t u t e s  t h a t  e s t a b l i s h  the ob l iga t ion  of non- 

c u s t o d i a l  parents  to  c o n t r i b u t e  f i n a n c i a l  support  to t h e i r  ch i ldren .  The 

amount t o  be paid,  however, i s  determined on a case-by-case b a s i s ,  and 

h i s t o r i c a l l y  the gu ide l ines  given the c o u r t  have been very broad. P r i o r  

t o  1983, Wisconsin s t a t u t e s  i n s t ruc t ed  c o u r t s  t o  apply the fol lowing c r i -  

t e r i a  i n  determining the  amount of c h i l d  support:  (1)  the  f i n a n c i a l  

resources  of the c h i l d ;  ( 2 )  the  f i n a n c i a l  resources of both parents ;  (3)  

t h e  s tandard  of l i v i n g  the  c h i l d  would have enjoyed had the  marriage not  

ended i n  annulment, divorce,  o r  l e g a l  separa t ion ;  (4)  the  d e s i r a b i l i t y  

that the  cus todian  remain i n  t he  home a s  a fu l l - t ime parent ;  (5) the  c o s t  

o f  day ca re  i f  the cus todian  works o u t s i d e  the home, o r  the  value of 

c u s t o d i a l  s e r v i c e s  performed by the cus todian  i f  the cus todian  remains i n  

t h e  home; ( 6 )  t he  phys ica l  and emotional hea l th  needs of the c h i l d ;  ( 7 )  

t he  c h i l d ' s  educa t iona l  needs; (8) the tax  consequences t o  each par ty ;  

and (9)  any o t h e r  f a c t o r s  t h a t  the c o u r t  deems re levant .  These guide- 

l i n e s  a r e  so  vague t h a t  Wisconsin cou r t s  have had tremendous d i s c r e t i o n  

i n  s e t t i n g  c h i l d  support  awards. 



U n t i l  r ecen t ly ,  near ly  a l l  s t a t e s  allowed wide j u d i c i a l  d i sc re t ion .3  

I n  some j u r i s d i c t i o n s ,  however, judges use a c h i l d  support  ob l iga t ion  

schedule similar t o  a tax  tab le .  Most count ies  i n  Michigan, f o r  example, 

use  only two f a c t s  to  determine c h i l d  support:  the noncustodial  

p a r e n t ' s  income and the number of c h i l d r e n  owed support.  Though such 

schedules  remain the  except ion r a t h e r  than the r u l e ,  a n  increas ing  number 

of s t a t e s  have begun to  adopt  simple s tandards.  A s  we descr ibe  below, 

r e c e n t  f e d e r a l  l e g i s l a t i o n  r equ i r e s  a l l  s t a t e s  to e s t a b l i s h  a t  l e a s t  

nonbinding s tandards  as of J u l y  1986. Wisconsin l e g i s l a t i o n  i n  1985, 

descr ibed  below, takes the s t a t e  wel l  beyond the f e d e r a l  requirements.  

Wisconsin l a w  i n  the  a r e a  of enforcement of the pa ren ta l  c h i l d  sup- 

p o r t  o b l i g a t i o n s  a l s o  is among the  s t r o n g e s t  i n  the nat ion.  It provides 

that a l l  c h i l d  suppor t  be paid through a government body--the county 

c l e r k  of cou r t s .  Only s i x  o t h e r  s t a t e s  have a similar requirement.4 

Moreover, s i n c e  1978, Wisconsin law has a l s o  provided t h a t  when a cour t  

o rde r  f o r  c h i l d  suppport is en tered ,  a cont ingent  income assignment must 

be i ssued .  This  means t h a t  i f  payments a r e  a month l a t e  (changed to  10 

days i n  1983),  the county c l e r k  of c o u r t s  is au thor ized  t o  send n o t i c e  to  

the  de l inquent  noncustodial  parent .  Unless the pa ren t  can show cause 

wi th in  10 days, the c h i l d  support  payments w i l l  be withheld from the 

de l inquen t  parent '  s paycheck. A 1  though these s t a t u t o r y  provisions appear 

comprehensive, the l o g i s t i c s  involved i n  cont ingent  income assignments 

a r e  too cumbersome f o r  succes s fu l  implementation, and as we w i l l  s ee  

below, Wisconsin i s  now moving beyond withholding i n  response t o  

delinquency t o  a un iversa l ,  immediate withholding law, while the  f e d e r a l  

government is  r equ i r ing  a l l  s t a t e s  t o  adopt  a t  l e a s t  a l a w  mandating 

withholding i n  response t o  delinquency. 



A 1  though income withholding is  the  most e f f e c t i v e  c o l l e c t i o n  too l ,  

t h e  u l t ima te  sanc t ion  f o r  those who do n o t  pay is  j a i l .  I n  Michigan, 

thousands of noncustodial  f a t h e r s  a r e  j a i l e d  each yea r  f o r  f a i l u r e  to  

comply wi th  c h i l d  support   order^.^ I n  Wisconsin and most o t h e r  s t a t e s ,  

however, j a i l  i s  used inf requent ly .  

The second p a r t  of the c h i l d  support  system is wel fare ,  of which the 

Aid to  Famil ies  wi th  Dependent Children (AFDC) program is  the  most impor- 

t a n t  component. AFDC provides cash a s s i s  tance to  low-income fami l i e s  

w i th  dependent ch i ld ren .  Most f ami l i e s  e l i g i b l e  f o r  AFDC a r e  a l s o  e l i -  

g i b l e  f o r  food stamps and f o r  Medicaid, a medical a s s i s t a n c e  program f o r  

t he  poor. 

The AFDC program was enacted i n  1935 a s  p a r t  of the o r i g i n a l  Soc ia l  

S e c u r i t y  A c t .  I n i t i a l l y  the p r i n c i p a l  b e n e f i c i a r i e s  were the ch i ld ren  of 

widows. Once the  Surv ivors  Insurance Program was enacted i n  1938, AFDC 

was expected t o  sh r ink  i n  importance. Ins tead ,  due to  dramatic increases  

i n  d ivorce ,  separa t ion ,  and out-of-wedlock b i r t h s ,  AFDC caseloads grew. 

Today, widows and t h e i r  ch i ld ren  c o n s t i t u t e  l e s s  than 2 percent  of the 

caseload.  

A s  AFDC c o s t s  mounted, congressional  i n t e r e s t  i n  p r i v a t e  c h i l d  sup- 

p o r t  payments grew. Between 1950 and 1984, Congress enacted a s e r i e s  of 

b i l l s  to  s t r eng then  publ ic  enforcement of p r i v a t e  c h i l d  support .  A 1  though 

the  i n i t i a l  motivat ion was to  reduce publ ic  c h i l d  support  c o s t s ,  by the 

1980s s t rengthening  p r i v a t e  c h i l d  suppor t  had become an  end i n  i t s e l f .  

I n  1950, Congress enacted the  f i r s t  f e d e r a l  c h i l d  suppor t  l e g i s l a -  

t ion .  This  requi red  state wel fare  agencies  to n o t i f y  law enforcement 

o f f i c i a l s  when a c h i l d  rece iv ing  AFDC b e n e f i t s  had been abandoned. Other 



l e g i s l a t i o n ,  enacted i n  1965 and 1967, required s t a t e s  to  enforce c h i l d  

suppor t  and e s t a b l i s h  p a t e r n i t y ,  and allowed them to  r eques t  the 

add res ses  of absen t  parents  from the I n t e r n a l  Revenue Serv ice  (IRS) and 

the  S o c i a l  Secu r i ty  Adminis t r a  t i o n  wi th in  the Department of Health,  

Education, and Welfare. 

The most s i g n i f i c a n t  l e g i s l a t i o n  was enacted i n  1975, when Congress 

added P a r t  D t o  T i t l e  I V  o f  the Soc ia l  Secu r i ty  Act, thereby e s t a b l i s h i n g  

the  Child Support Enforcement ( o r  IV-D) program. The s t a t e s  a r e  respon- 

s i b l e  f o r  running t h i s  program. They a r e  reimbursed by the f e d e r a l  

government f o r  about  70 percent  of the c o s t  of e s t a b l i s h i n g  p a t e r n i t y ,  

l o c a t i n g  noncus t o d i a l  parents ,  and c o l l e c t i n g  c h i l d  support.  Use of the 

IRS t o  c o l l e c t  c h i l d  support  owed t o  AFDC b e n e f i c i a r i e s  was author ized  by 

the  1975 law. I n  1980, t h i s  use was extended to  non-AFDC fami l i e s ,  and 

new l e g i s l a t i o n  i n  1981 requi red  the IRS to  withhold tax  refunds i n  cases  

when s t a t e s  c e r t i f i e d  t h a t  the ind iv idua l  had a n  overdue c h i l d  support  

ob l iga t ion .  

I n  the summer of 1984, Congress voted unanimously to  enac t  the 

s t r o n g e s t  f e d e r a l  c h i l d  support  l e g i s l a t i o n  t o  da te .  It r equ i r e s  a l l  

s t a t e s  t o  (1 )  i n i t i a t e  a  process to  withhold c h i l d  support  from the  wages 

of  noncustodial  parents  who a r e  de l inquent  i n  t h e i r  c h i l d  support  

payments f o r  one month, and (2)  appoin t  blue-ribbon commissions to  devise  

s t a t ewide  s tandards f o r  c h i l d  support.  I n  add i t i on ,  f o r  the  f i r s t  time, 

the  l a w  g ives  the s t a t e s  f i n a n c i a l  i ncen t ives  t o  c o l l e c t  c h i l d  suppor t  

f o r  non-AFDC and ou t-of-s ta t e  cases .  

A s  of 1980 ( the l a t e s t  year  f o r  which we have da ta)  , about  174,000 

Wisconsin f ami l i e s  had about  305,000 c h i l d r e n  p o t e n t i a l l y  e l i g i b l e  f o r  



c h i l d  support.  Table 1 i n d i c a t e s  t h a t  99,000 o r  near ly  60 percent  of 

t hese  f a m i l i e s  were headed by s i n g l e  mothers. Most of the remaining 

c h i l d r e n  l i v e d  wi th  t h e i r  remarried mothers. Less than 10 percent  of 

t he  c h i l d r e n  l i v e d  wi th  t h e i r  f a t h e r s .  Thus al though we w i l l  r e f e r  to  

noncus todia l  parents  throughout most of t h i s  paper, the reader  should 

bear  i n  mind t h a t  i n  the overwhelming majori ty  of ca ses  the  noncus t o d i a l  

pa ren t  is  the  f a t h e r .  

S l i g h t l y  over one- t h i r d  of f a m i l i e s  wi th  ch i ld ren  p o t e n t i a l l y  e l i -  

g i b l e  f o r  c h i l d  support  were on welfare .  About 1 of every 2  such female- 

headed f a m i l i e s  received AFDC i n  1980, bu t  only about 1 i n  6  of the 

f a m i l i e s  wi th  remarried mothers did.  

Pub l i c  t r a n s f e r s  i n  Wisconsin to  poor f ami l i e s  wi th  ch i ld ren  e l i g i b l e  

f o r  c h i l d  suppor t  subs tan t i a l l y  exceed p r i v a t e  c h i l d  support  t r a n s f e r s  to  

a l l  Wisconsin ch i ldren .  Whereas about  $121 m i l l i o n  i n  p r i v a t e  c h i l d  sup- 

p o r t  was paid i n  1980, AFDC expenditures  on f ami l i e s  e l i g i b l e  f o r  c h i l d  

suppor t  were equal  i n  1979 t o  about  $213 mi l l ion .  I f  the c o s t s  f o r  

Medicaid and food stamps a r e  added i n ,  publ ic  t r a n s f e r s  were equal  to  

nea r ly  $370 mi l l i on ,  o r  more than three  times p r i v a t e  c h i l d  support  

t r a n s f e r s  .6 

PROBLEMS WITH THE CURRENT SYSTEM 

Although Wisconsin's c h i l d  support  system is  b e t t e r  than most, i t  

f a c e s  the  same problems t h a t  ob ta in  i n  the r e s t  of the nat ion:  pa ren ta l  

i r r e s p o n s i b i l i t y ,  inequi ty ,  impoverishment of ch i ld ren ,  and f o s t e r i n g  

dependence on welfare .  

Nationwide, s l i g h t l y  l e s s  than 60 percent  of mothers with c h i l d r e n  

e l i g i b l e  f o r  c h i l d  support  even have a  c h i l d  support  award. The 



T a b l e  1 

Number of  Wisconsin  F a m i l i e s  and C h i l d r e n  
P o t e n t i a l l y  E l i g i b l e  f o r  C h i l d  S u p p o r t  i n  1980 by AFDC S t a t u s  

Headship  S t a t u s  of  AFDC S t a t u s  
C u s t o d i a l  P a r e n t  T o t a l  Non-AFDC R e c i p i e n t  AFDC R e c i p i e n t  

Female head 

Remarr ied  f emale  

Male head ( s i n g l e )  

Remarr ied  male 

Remarr ied  c o u p l e  

T o t a l  

Fema l e  head 

Remarr ied  f emale  

Male Head ( s i n g l e )  

Remarr ied  male 

Remarr ied  c o u p l e  

T o t a l  

Number o f  F a m i l i e s  

48,511 50,837 

45,358 8 ,548  

13,543 Unknown 

3,617 Unknown 

3 ,550  Unknown 

Number of C h i l d r e n  

77,021 102,946 

68,843 16,780 

21,695 Unknown 

3 ,630 Unknown 

13,911 Unknown 

Source :  Non-AFDC r e c i p i e n t  d a t a  from Wisconsin Basic Needs S tudy ,  1981. 
AFDC r e c i p i e n t  d a t a  from Wisconsin  Computer R e p o r t i n g  Network, 1980. 



propor t ion  wi th  an  award v a r i e s  dramat ica l ly  wi th  the m a r i t a l  s t a t u s  of 

the mother. Whereas about  8 o u t  of 10 divorced and remarried mothers 

have c h i l d  suppor t  o rders ,  l e s s  than ha l f  of separated mothers and only 

about  1 i n  10 never-married mothers have orders .  Of those with o rde r s ,  

only about  ha l f  rece ive  the f u l l  amount due them, and about  one-quarter 

r ece ive  nothing.7 I n  a l l ,  over half  the f a m i l i e s  e l i g i b l e  f o r  support  

r ece ive  nothing. The s t a t i s t i c s  f o r  Wisconsin a r e  only s l i g h t l y  b e t t e r .  

For example, whereas the propor t i on  wi th  o rde r s  n a t i o n a l l y  is 59 percent ,  

i n  Wisconsin i t  is  69 percent.8 

There a r e  two ways i n  which the c h i l d  support  sys  tem i s  inequi tab le .  

F i r s t ,  i t  t r e a t s  equals  unequally. Second, i t  is  r eg res s ive  because i t  

e s t a b l i s h e s  c h i l d  support  ob l iga t ions  that a r e  a g r e a t e r  proport ion of 

t he  incomes of low-income men than of those who a r e  we l l  o f f .  The f i r s t  

i nequ i ty  of the system stems d i r e c t l y  from i t s  t o l e r a t i o n  of 

i r r e spons ib i l i t y - - a  problem compounded by cap r i c ious  enforcement of the 

law. The major i ty  of noncustodial  parents  pay no c h i l d  support.  Most 

who do n o t  pay s u f f e r  no consequences. Yet o t h e r s ,  a l b e i t  a very small  

percentage,  a r e  s e n t  to  j a i l .  The amount of support  an  absent  parent  

pays depends n o t  j u s t  on the a b i l i t y  t o  pay, b u t  on the varying a t t i t u d e s  

of l o c a l  judges, d i s t r i c t  a t t o rneys ,  and wel fare  o f f i c i a l s ;  t he  b e l i e f s ,  

a t t i t u d e s ,  and r e l a t i v e  power of both parents ;  and the s k i l l  of t h e i r  

lawyers. Nearly every absen t  parent  knows someone earn ing  more who pays 

l e s s .  And near ly  every c u s t o d i a l  parent  knows someone who is rece iv ing  

more though the c h i l d ' s  f a t h e r  earns  l e s s .  

Data f o r  Wisconsin i n d i c a t e  that c h i l d  support  awards range from 

zero  t o  over 100 percent  of the noncustodial  f a t h e r ' s  income.9 The da t a  

i n  Table 2 from 21 Wisconsin count ies  i n d i c a t e  t h a t  i n  20 pe rcen t  of the 



Table 2 

Child Support Order as a  Percentage of Gross Income 
By Number of Children 

Order as % of 
Noncus t o d i a l  Percentage of Cases by Number of Children 
Parent '  s Income 1 2 3 

0-10 2 0 

11-20 50 

2 1-30 2 1 

31-40 5 

4 1-50 3 

More than 50 2 

Source: Family Court record da t a  f i l e  from Wisconsin Child 
Support Reform Demonstration P r o j e c t ,  1985, I n s t i t u t e  
f o r  Research on Poverty,  Univers i ty  of Wisconsin, 
Madison. 

Note: This t ab l e  covers  c u s t o d i a l  f ami l i e s  wi th  a  c h i l d  support  
award and wi th  th ree  o r  fewer ch i ldren .  Cases wi th  4 o r  
more c h i l d r e n  (N = 102) a r e  not  tabulated because the 
sample s i z e  is too small  f o r  r e l i a b l e  es t imates .  Of the 
3806 c a s e s  meeting the sample requirements,  income infor-  
mation is missing i n  1536 cases.  I n  add i t i on ,  77 ca ses  
have zero  repor ted  income and a r e  a l s o  excluded. This  
r e s u l t s  i n  a  f i n a l  N of 2193. 



cases ,  c h i l d  support  awards f o r  one c h i l d  were l e s s  than 10 percent  of 

t he  noncustodial  f a t h e r ' s  income, i n  50 percent  of these cases ,  awards 

were between 10 and 20 percent .  S imi la r  da t a  i n  Table 3 i n d i c a t e  t h a t  

average award l e v e l s  a s  a percentage of noncustodial  p a r e n t ' s  income 

vary s u b s t a n t i a l l y  a c r o s s  count ies .  The average f o r  one c h i l d  v a r i e s  

from 12 percent  to  24 percent .  For two and th ree  ch i ld ren  r e spec t ive ly ,  

t he  ranges a r e  18 pe rcen t  t o  36 percent  and 13 percent  to  37 percent .  

Child suppor t  awards a r e  a l s o  regress ive .  Table 4 i n d i c a t e s  t h a t  

o rde r s  d e c l i n e  as a percentage of income a s  the noncus t o d i a l  f a the r '  s 

income increases .  For one c h i l d  they range from a high of 32 pe rcen t  f o r  

those wi th  incomes l e s s  than $5,000 t o  a low of 12 percent  f o r  those wi th  

incomes between $30,000 and $40,000. 

F i n a l l y ,  our  wel fare  system, i n  r e l i e v i n g  poverty,  encourages depen- 

dency. Most of the poor i n  female-headed households rece ive  wel fare ,  and 

t h e  overwhelming major i ty  of mothers on wel fare  do n o t  work during the  

months they r ece ive  bene f i t s .  l o  Given the  con£ i s c a t o r y  tax r a t e s  on 

earn ings  i n  t he  AFDC program, t h i s  is n o t  su rp r i s ing .  Because AFDC, l i k e  

any we l f a re  program, is designed t o  a i d  only the  poor, b e n e f i t s  a r e  

reduced when earnings increase.  Af t e r  four  months on a job, a woman on 

AFDC faces  a b e n e f i t  reduct ion  of a d o l l a r  f o r  every d o l l a r  of n e t  earn- 

ings.  That  is equ iva l en t  to  a 100 percent  tax  on earnings.  W h a t  w e  give 

wi th  one hand, we take away wi th  the o ther .  Yet because they have l i t t l e  

educa t ion  and experience,  and would have c h i l d  c a r e  expenses i f  they d id  

work, most women on AFDC could n o t  ea rn  enough to  l i f t  t h e i r  f a m i l i e s  

from poverty even i f  they worked f u l l  time. I s a b e l  Sawhi l l  f i n d s  t h a t  

even i f  f u l l y  employed, one-half of wel fare  r e c i p i e n t s  could earn no more 



Table 3 

Percentage of Wisconsin Child Support E l i g i b l e  Cases 
w i th  Child Support Orders ,  and Rela t i onsh ip  between Awards and 

Noncus t o d i a l  Parent '  s Income by Number of Children and by County 

Child Support Award as % 
of Gross Income 

% Cases wi th  
Child Support  /I Children 

County Orders  1 2 3 

Calumet 

Clark 

Dane 

Dodge 

Dunn 

Green 

J e f f e r s o n  

Juneau 

Kewaunee 

Lacrosse 

Ma ra thon 

Milwaukee 

Monroe 

Oneida 

Ozaukee 

P r i c e  

Rac i n e  

Richland 

90 (N  = 154) 2 0 

83 (N = 151) 18 

85 ( N  = 397) 18 

81 (N = 148) 19 

78 (N = 151) 12 

91 (N = 149) 24 

83 (N = 147) 18 

81 (N = 141) 19 

83 (N = 138) 18 

83 (N = 198) 2 1 

84 (N = 199) 17 

85 (N = 648) 18 

87 (N = 153) 2 0 

90 (N = 152) 15 

90 (N = 188) 16 

81 (N = 144) 12 

91 (N = 201) 23 

91 (N = 143) 15 

( t a b l e  cont inues)  



Table 3 ,  continued 

County 

Child Support Award a s  X 
of Gross Income 

% Cases w i th  
Child Support 

Orders 
/I Chi ldren  

1 2 3 

S t .  Croix 87 (N = 154) 13 

S heboygan 90 (N = 221) 16 

Waukesha 85 (N = 399) 16 

W innebago 86 (N = 223) 18 

Weighted Average 86 (N = 4599) 18 

Source: Family Court  record da t a  f i l e  from Wisconsin Child Support 
Reform Demonstration P r o j e c t ,  1985. 

Note: There is  an  upward b i a s  i n  the e s t ima te s  f o r  c h i l d  suppor t  a s  p e r  
centage of g ros s  income. Because of coding e r r o r ,  n e t  income is  
used f o r  abou t  280 ca se s  f o r  which g ros s  income is n o t  a v a i l a b l e .  
Curren t  work is  i n  progress  t o  s epa ra t e  those cases. 



Table 4 

Rela t i onsh ip  between Noncus t o d i a l  Parent '  s Income a t  the  
Time of the Child Support Order and Level of Child Support 

Awards by Number of Children and Gross Income Category, 
Se lec ted  Wisconsin Counties 

Percentage of Income by 
Number of Children 

1 2 3 
Income Category N N = 1087 N = 829 N = 277 

Less than $5,000 15 1 32 4 1 3 3 

$40,000 o r  over 100 - 16 19 - 14 - 
Weighted Average 2,295 18 2 4 27 

Source: Family Court record da t a  f i l e  from Wisconsin Child Support 
Reform Demonstration P ro jec t .  

Note: See Note t o  Table 3. 



than t h e i r  wel fa re  g r a n t ,  while  another  qua r t e r  could earn only up to  

$1,000 more. 11 I f  they a l s o  received c h i l d  suppor t  from the ch i ldren '  s 

noncustodial  f a t h e r ,  some bu t  no t  a l l  of these f ami l i e s  would a t t a i n  a n  

income above the  poverty l e v e l .  Clear ly ,  the only way to a l l e v i a t e  t h i s  

kind of poverty without  c r e a t i n g  dependency is  to  supplement r a t h e r  than 

r ep lace  the  earnings of these cus tod ia l  mothers. 

CHILD SUPPORT ASSURANCE: THE PROPOSAL AND ITS GOALS 

I n  the  summer of 1980, a  research  team from the  I n s t i t u t e  f o r  

Research on Poverty (IRP) a t  the Univers i ty  of Wisconsin cont rac ted  with 

the  Wisconsin Department of Health and S o c i a l  S e n i c e s  (DHSS) to  examine 

the  s t a t e ' s  c h i l d  support  system and f ind  ways t o  improve it. The IRP 

r e p o r t  concluded t h a t  a  c h i l d  support  assurance system gave promise of 

r e in fo rc ing  p a r e n t a l  r e s p o n s i b i l i t y ,  increas ing  equ i ty ,  and reducing 

poverty and wel fare  dependence. 

Under a  c h i l d  support  assurance system, a l l  parents  l i v i n g  a p a r t  

from t h e i r  c h i l d r e n  would be obl iga ted  to  share  income with t h e i r  

ch i ldren .  The shar ing  r a t e  would be spec i f i ed  i n  the law and would 

depend only upon the  number of c h i l d r e n  owed support.  The o b l i g a t i o n  

would be c o l l e c t e d  through pay ro l l  withholding, a s  s o c i a l  s e c u r i t y  and 

income taxes a r e .  Children wi th  a l i v i n g  noncustodial  parent  would be 

e n t i t l e d  t o  b e n e f i t s  equal  to e i t h e r  the c h i l d  support  paid by the 

noncustodial  pa ren t  o r  a  s o c i a l l y  assured minimum bene f i t ,  whichever was 

higher .  Should the  noncustodial  parent  pay l e s s  than the minimum, the 

c u s t o d i a l  pa ren t  would be s u b j e c t  t o  a small su r t ax  up to  the amount of 

t he  subsidy. Any remaining d i f f e r e n c e  would be financed o u t  of genera l  

revenues . 



The r e p o r t  examined the pros and cons of the r a t i o n a l e s  f o r  dozens of 

f e a t u r e s  of the  proposed new system. Here we only descr ibe  b r i e f l y  the 

r a t i o n a l e s  f o r  the  fou r  major f e a t u r e s  of the program: (1) standardized 

income shar ing  r a t e ,  (2)  automatic  income withholding, (3) assured sup- 

p o r t ,  and (4)  c u s t o d i a l  parent  sur tax .  The r e p o r t  argued t h a t  a 

l e g i s l a t e d  formula f o r  c h i l d  support  would e l imina te  many of the  worst  

problems of the  c u r r e n t  system. F i r s t ,  i t  would be "hor izonta l ly"  

e q u i t a b l e ,  s i n c e  absen t  parents  with the same income and the  same number 

of  c h i l d r e n  would pay the  same amount. Second, the c u r r e n t  regressive-  

nes s  i n  the c h i l d  suppor t  ob l iga t ion  would be cor rec ted  by using a pro- 

po r t iona l  formula. Third,  the formula would reduce one of the p r i n c i p a l  

con£ l i c t s  between former spouses by e l imina t ing  the  p o s s i b i l i t y  of dispu- 

t e s  over t he  s i z e  of t he  c h i l d  support  payments. A f i n a l  j u s t i f i c a t i o n  

f o r  t h e  t r a n s f e r  of j u r i s d i c t i o n  from the  jud ic i a ry  to  t h e  l e g i s l a t i v e  

branch is simple: Child support  belongs under the c o n t r o l  of taxpayers,  

who a l r eady  provide f o r  t he  l a r g e  number of c h i l d r e n  whose absen t  pa ren t s  

do n o t  pay s u f f i c i e n t  support.  

Withholding f o r  income and payro l l  t axes  a t t e s t s  to the  e f f ec t iveness  

of withholding i n  genera l .  Wisconsin' s prel iminary experience wi th  

s e l e c t i v e ,  cour t-ordered wage withholding a t t e s t s  t o  the e f f ec t iveness  of 

withholding f o r  c h i l d  support  c o l l e c t i o n s .  We a l ready  have one of the 

b e s t  c o l l e c t i o n  records i n  the country,12 but  withholding i n  response t o  

delinquency is  n e i t h e r  equ iva l en t  t o  nor  l i k e l y  to be a s  e f f e c t i v e  as 

un ive r sa l  withholding. Does anyone imagine s o c i a l  s e c u r i t y  pay ro l l  t ax  

c o l l e c t i o n s  would be a s  g r e a t  i f  we withheld only from those who were 

de l inquent?  The p r i n c i p a l  reason f o r  advocating un ive r sa l  automatic  wage 



withholding f o r  c h i l d  support ,  therefore ,  is t h a t  i t  has been proved i n  

p rac t i ce .  

The argument f o r  a s o c i a l l y  assured b e n e f i t  is twofold. F i r s t ,  i t  

would reduce the r i s k  to  ch i ld ren  whose noncustodial  parents  became 

unemployed o r  unable to  work. I n  such cases ,  c h i l d  support  payments 

would f a l l  only to the  s o c i a l l y  assured b e n e f i t  l e v e l ,  no t  to  zero. 

Second, the assured b e n e f i t ,  when combined with earnings,  would l i f t  many 

single-parent  households o u t  of poverty and remove them from welfare.  

Cus todia l  parents  going to  work would no t  f ace  a d o l l a r f o r - d o l l a r  reduc- 

t i o n  i n  t h e i r  c h i l d  support  payments, as they do under AFDC. Any reduc- 

t i o n  i n  t h e i r  payments would be small and would occur only i f  the absent  

pa ren t  was paying l e s s  than the minimum benef i t .  Thus c u s t o d i a l  parents  

would have the  usual  incent ive  f o r  acqui r ing  jobs--the knowledge t h a t  by 

s o  doing they would be enhancing the  well-being of t h e i r  fami l ies .  Also, 

b e n e f i t s  would no longer  be seen as welfare f o r  the poor a lone ,  but  as 

s o c i a l  insurance f o r  which a l l  ch i ld ren  e l i g i b l e  f o r  c h i l d  support  were 

e n t i t l e d .  Therefore, the c h i l d  support  assurance program would n o t  

demean the r ec ip i en t s .  AFDC, with i t s  bu i l t - in  negat ive incen t ives  and 

stigma, should dwindle i n t o  a program of l a s t  r e s o r t  f o r  a d e s t i t u t e  few. 

F i n a l l y ,  there  a r e  two r e l a t e d  arguments f o r  the  cus todial-parent  

s u r t a x  i n  the event  t h a t  the noncustodial parent  pays l e s s  than the 

assured  benef i t .  F i r s t ,  i n  the  absence of a cus todia l -parent  su r t ax ,  i n  

a few cases ,  well-to-do cus tod ia l  parents  w i l l  r ece ive  a public  subsidy. 

Second, a cus todia l -parent  tax w i l l  reduce the c o s t  of the program. 



BENEFITS AND COSTS OF CHILD SUPPORT ASSURANCE 

Both the  b e n e f i t s  and c o s t s  of a c h i l d  support  assurance program w i l l  

depend upon the  l e v e l  of the  assured b e n e f i t ,  the  t ax  r a t e s  on non- 

c u s t o d i a l  and c u s t o d i a l  parents ,  the  response of AFDC mothers to t he  

improved work incent ives  of t he  new program, and the  e f f ec t iveness  of the 

new c o l l e c t i o n  system. 

I n  Table 5 ,  e s t ima te s  of n e t  savings o r  c o s t s  and reduct ions  i n  

poverty and AFDC caseloads a r e  presented f o r  c h i l d  suppor t  assurance 

programs wi th  th ree  d i f f e r e n t  assured b e n e f i t  l e v e l s .  The methodology 

used f o r  ob ta in ing  these  es t imates  is described i n  Appendix A. The bene- 

f i t  l e v e l s  f o r  t he  f i r s t  child--$2,500, $3,500, and $4,500--are a l l  less 

than the  wel fare  b e n e f i t  f o r  one c h i l d  and the  c h i l d ' s  cus tod ia l  parent  

($5,136 i n  1983 i n  Wisconsin). This is  i n  keeping with the  purpose of 

t h e  program, which is to  supplement r a t h e r  than s u b s t i t u t e  f o r  earnings.  

Moreover, un l ike  wel fare ,  the c h i l d  support  b e n e f i t  i s  f o r  t he  c h i l d r e n  

only. The assured  b e n e f i t  l e v e l s  f o r  t he  second, t h i rd ,  fou r th ,  and 

f i f t h  c h i l d  r e spec t ive ly  a r e  equal  t o  $1,000, $1,000, $500, and $500, 

r ega rd l e s s  of the  assurance  l e v e l  f o r  t he  i n i t i a l  ch i ld .  The tax  r a t e s  

f o r  noncustodial  and c u s t o d i a l  parents  a l i k e  a r e  equal  to  17 percent  f o r  

one c h i l d ,  and 25,  29, 31,  and 34 percent  r e spec t ive ly  f o r  two, th ree ,  

f o u r ,  and f i v e  o r  more ch i ldren .  

The e s t ima te s  i n  the top panel of Table 5 assume that 100 percent  of 

t he  noncus t o d i a l  parent '  s c h i l d  support  o b l i g a t i o n  is co l l ec t ed .  Under 

these  circumstances,  a l l  t h r ee  proposed plans r e s u l t  i n  n e t  savings to 

t h e  state and f e d e r a l  government, ranging from $72 m i l l i o n  f o r  the  l e a s t  

generous plan t o  $36 m i l l i o n  f o r  the  most generous plan. A l l  of the  



Table 5 

Costs  and Benef i t s  of 
A l t e rna t ive  Child Support Assurance P lans  i n  1983 

Co l l ec t ion  
Rate 

Benef i t s  f o r  the  1 s  t ch i lda  
$2,500 $3,500 $4,500 

100% Net savingsb 7 2 
% poverty gap reduct ion  32 
% AFDC load reduct ion  7 

Mid-rangec Net savings 27 
improvement % poverty gap reduct ion  3 1 

% AFDC load reduct ion  5 

Cur r e n t c  Ne t savings - 9 -2 7 -58 
n a t i o n a l  % poverty gap reduct ion  2 9 32 34 
average % AFDC load reduct ion  4 9 15 

Source: 1981 Wisconsin Basic Needs Study f o r  non-AFDC sample; 1983 
Wisconsin Computer Reporting Network da t a  f o r  AFDC sample. 

a ~ s s u r e d  b e n e f i t s  f o r  a d d i t i o n a l  ch i ld ren  a r e  the same f o r  a l l  plans: 
$1,000 each f o r  t he  2nd and 3rd  ch i ld ren ,  and $500 each f o r  the 4 t h  and 
5 t h  ch i ldren .  The noncustodial  parent  is  taxed a t  17%, 25%, 29%, 31%, 
34%, f o r  1 up t o  5 ch i ld ren ,  respec t ive ly .  The c u s t o d i a l  t ax  r a t e  is the 
same a s  the noncustodial  r a t e .  

b ~ e t  savings a r e  repor ted  i n  mi l l i ons  of 1983 d o l l a r s .  

average, we now c o l l e c t  about  70P of each d o l l a r  owed i n  c h i l d  sup- 
po r t .  The middle range es t imate  i s  86P per  d o l l a r  owed. The averages 
a r e  a  b i t  misleading, however, i n  t h a t  upper-income men, who a f  f e c t  the 
c o s t  of the program l e s s ,  pay a  higher  percentage of t h e i r  ob l iga t ions  
than lower-income men. From the 1982 Current  Populat ion Survey, we e s t i -  
mated the  r e l a t i o n s h i p  of income t o  percentage paid t o  be 39% plus  1.4% 
f o r  each a d d i t i o n a l  $1,000 of income. This i s  the r e l a t i o n s h i p  used i n  
our  es t imates .  For the  mid-range improvement we s h i f t  the i n t e r c e p t  to 
60% and r e t a i n  the  same slope.  



plans  reduce the poverty gap--the d i f f e r ence  between a fami ly ' s  income 

and the  poverty line--by about  one- t h i rd .  AFDC caseload reduct ions range 

from 7 t o  19 percent .  

The bottom panel presents  es t imates  of the e f f e c t s  of i n s t i t u t i n g  the 

same c h i l d  support  assurance plans,  assuming, however, t h a t  c o l l e c t i o n  

e f f e c t i v e n e s s  was no b e t t e r  than the c u r r e n t  n a t i o n a l  average. I n  t h i s  

ca se ,  i n  a l l  t h r ee  of the p lans ,  there a r e  added c o s t s  ins tead  of 

savings--ranging from $9 m i l l i o n  t o  $58 mi l l ion .  The poverty gap reduc- 

t i o n  doesn ' t  change very much because the assured b e n e f i t  makes up f o r  

t h e  s h o r t f a l l  i n  p r i v a t e  c h i l d  support  c o l l e c t i o n s .  Wisconsin a l r eady  

does b e t t e r  than the  n a t i o n a l  average i n  enforcing awards. Moreover 

t he re  i s  every reason t o  be l i eve  t h a t  un iversa l  immediate income with- 

holding w i l l  l ead  t o  f u r t h e r  s u b s t a n t i a l  improvement i n  c o l l e c t i o n  effec-  

t iveness .  On the  o t h e r  hand, i t  is u n r e a l i s t i c  t o  expect  t h a t  

c o l l e c t i o n s  w i l l  ever  be p e r f e c t l y  e f f i c i e n t .  For t h i s  reason, the 

middle panel presents  es t imates  based on the assump t i o n  t h a t  c o l l e c t i o n  

enforcement is about  midway between p e r f e c t  and the c u r r e n t  n a t i o n a l  

average. We be l ieve  t h i s  panel provides the most r e a l i s t i c  e s t ima te  of 

c o l l e c t i o n  e f f e c t i v e n e s s  when immediate withholding is  un ive r sa l ly  

app l i ed .  I n  t h i s  case ,  the two l e a s t  generous plans save $27 and $12 

m i l l i o n  r e spec t ive ly ,  while the  most generous would c o s t  a n  a d d i t i o n a l  

$14 mi l l ion .  

Because none of the  es t imates  i n  Table 5 incorpora te  any changes i n  

work behavior on the p a r t  of the  AFDC mothers i n  response t o  the improved 

work incen t ives  i n  the c h i l d  support  assurance,  the reduct ions  i n  welfare  

dependence, i n  the  poverty gap, and i n  savings a r e  a l l  underestimated. 



Moreover, the underestimates a r e  l i k e l y  to  be more se r ious  f o r  the more 

generous plans.  For,  the c l o s e r  the assured b e n e f i t  i s  to  the wel fare  

b e n e f i t ,  the  more l i k e l y  AFDC mothers w i l l  choose t o  combine i t  wi th  work 

i n  preference  t o  welfare .  (On the o the r  hand, i f  noncustodial  f a t h e r s  

reduce t h e i r  l abo r  supply, the  c o s t s  would increase.  ) Unfortunately , 

t he re  is  no way t o  accu ra t e ly  p r e d i c t  ahead of t i m e  how much AFDC mothers 

w i l l  work i n  response to  t h i s  new opportuni ty to combine work and assured 

c h i l d  support.  That w i l l  be one of the p r i n c i p a l  quest ions addressed by 

the  c h i l d  suppor t  assurance demonstration t o  be i n i t i a t e d  i n  e a r l y  1987. 

THE STATUS OF THE WISCONSIN CHILD SUPPORT REFORM INITIATIVE 

Wisconsin i s  now i n  the process of moving towards a c h i l d  support  

assurance sys  t e m .  For two reasons, the  s t a t e  has implemented the co l lec-  

t i o n  phase of the  sys  tern before the b e n e f i t  phase. F i r s t ,  improving 

c o l l e c t i o n s  before i n s t i t u t i n g  a  new b e n e f i t  is f i s c a l l y  prudent. 

Second, the assured  b e n e f i t  and cus tod ia l  tax a r e  more complicated admin- 

i s  t r a  t i v e l y  and f i s c a l l y .  

A t  the r eques t  of Governor Anthony Ea r l  and Assembly Speaker Thomas 

Lof tus ,  the  Wisconsin Leg i s l a tu re ,  i n  J u l y  1983, enacted a  budget b i l l  

t h a t  d i r e c t e d  the  DHSS t o  (1)  c o n t r a c t  wi th  10 coun t i e s  t o  withhold c h i l d  

suppor t  payments from the  wages of a l l  new ob l igo r s ,  and ( 2 )  publ i sh  a  

c h i l d  support  s tandard based on a  percentage of the  noncustodial  p a r e n t ' s  

income t h a t  judges and family c o u r t  commissioners could use i n  l i e u  of 

t he  n ine  gu ide l ines  discussed above. The b i l l  a l s o  conta ins  a  provis ion  

which r equ i r e s  a l l  Wisconsin count ies  t o  adopt  un ive r sa l  income with- 

holding i n  new cases  a s  of January 1, 1987. 



The standard was published by DHSS and s e n t  to  a l l  judges and family 

c o u r t  commissioners i n  December 1983. It provides f o r  a c h i l d  support  

o b l i g a t i o n  equal  t o  17 percent  f o r  one c h i l d ,  and 25, 29, 31, and 34 p e r  

c e n t  r e spec t ive ly  f o r  two, th ree ,  four ,  and f i v e  o r  more ch i ldren .  (For 

t he  source  of these r a t e s ,  s e e  Appendix B.) 

By May 1984 t en  count ies  had cont rac ted  with DHSS to  p i l o t  the  use 

of  immediate income assignments. The count ies  were se l ec t ed  on the  b a s i s  

of t he  wi l l i ngness  of the judges and family c o u r t  commissioners to  imple- 

ment immediate income assignments,  the i n t e r e s t s  of r e l a t e d  agencies  i n  

p a r t i c i p a t i n g  i n  the  p i l o t s ,  and the wi l l ingness  of a majori ty  of the  

county board t o  c o n t r a c t  wi th  DHSS t o  p a r t i c i p a t e  i n  the p i l o t .  I n  addi- 

t i on ,  f a c t o r s  such a s  d i v e r s i t y  i n  geographic l o c a t i o n  were considered. 

The ten p i l o t  count ies  a r e  Clark, Dane, Dunn, Kewaunee, Monroe, Oneida, 

Ozaukee, Richland, Sheboygan, and Winnebago. 

Meanwhile, s t a t e  o f f i c i a l s  a l s o  successfu l ly  sought f e d e r a l  l e g i s l a -  

t i o n  t h a t  a l lows Wisconsin to  use f e d e r a l  funds to  help f inance  the 

s t a t e '  s assured c h i l d  suppor t  bene f i t .  Because the assured b e n e f i t  w i l l  

reduce AFDC cos t s ,  of which the f e d e r a l  government pays about  h a l f ,  the 

f e d e r a l  government agreed t o  al low Wisconsin to  use the  r e s u l t i n g  savings 

t o  help f inance  the assured  bene f i t .  The agreement, contained i n  the 

1984 landmark f e d e r a l  c h i l d  suppor t  l e g i s l a t i o n ,  extends f o r  seven 

years--from the l a s t  q u a r t e r  of 1986 through 1993. 

F i n a l l y ,  the J u l y  1985 budget b i l l  f o r  the  1986-87 biennium con ta ins  

new c h i l d  support  l e g i s l a  t i o n  t h a t  permits  a d d i t i o n a l  count ies  to begin 

immediate withholding p r i o r  to January 1 ,  1987, and makes the DHSS per- 

centage-of-income standard the  presumptive ch i ld  support  award a s  of J u l y  

1987. This means t h a t  awards can depa r t  from the standard only i f  the  



judge makes a w r i t t e n  f ind ing  t h a t  j u s t i f i e s  such a departure.  F ina l ly ,  

t he  new b i l l  g ives  the DHSS a u t h o r i t y ,  s u b j e c t  to  a f i n a l  approval  by the 

J o i n t  Finance Committee i n  l a t e  1986, to  implement the assured  b e n e f i t  on 

a demonstration b a s i s  i n  s e v e r a l  count ies .  

Soon a f t e r  the  l e g i s l a t i o n  was enacted, near ly  twenty a d d i t i o n a l  

coun t i e s  began implementing un ive r sa l  immediate income assignments. 

In t ens ive  planning f o r  implementation i n  Milwaukee got  under way. A s  of 

l a t e  1985, t he re fo re ,  i t  appears  t h a t  t h i s  p a r t  of the  proposed new 

system is no longer  p o l i t i c a l l y  con t rove r s i a l  i n  Wisconsin. 

The s tandard  is more con t rove r s i a l .  During the 1985 l e g i s l a t i v e  

se s s ion ,  t he re  was voc i fe rous  debate  among i n t e r e s t e d  p a r t i e s  about  the  

grounds t h a t  judges could use t o  depar t  from the  s tandard.  DHSS favored, 

and the  governor proposed, language t h a t  would have allowed a depar ture  

from the  s tandard only i f  i t  were " i n  the  b e s t  i n t e r e s t s  of the ch i ld ."  

A Child Support Advisory Committee appointed by DHSS had recommended a 

much broader escape c lause ,  which would have allowed a depar ture  i f  the 

judge found t h a t  i t  was " i n  the  b e s t  i n t e r e s t s  of j u s t i ce . "  DHSS and the  

governor thought t h i s  escape c l ause  was too broad, the  jud ic i a ry  and bar  

mobilized a g a i n s t  the  narrow escape c l ause ,  and the  f i n a l  l e g i s l a t i o n  

contained both a gene ra l  escape c l ause  and some s p e c i f i c  c r i t e r i a .  

Though the s tandard is  increas ingly  used to  e s t a b l i s h  the  i n i t i a l  

c h i l d  suppor t  o rder ,  a s  y e t  i t  is  only inf requent ly  used a s  a way of 

automa t i c a l l y  a d j u s t i n g  the  order  a s  the  noncus t o d i a l  parent '  s income 

changes. County c l e r k s  of cou r t s  cu r r en t ly  have no way of monitering 

income changes. This  problem should d isappear  when immediate income 

withholding is implemented i n  a l l  c a ses ,  employers a r e  requi red  to  r e p o r t  



earn ings  along wi th  withheld c h i l d  support ,  and the computer c a p a b i l i t i e s  

of  the  c h i l d  support  system a r e  updated. 

During the 1985 l e g i s l a t i v e  sess ion ,  there  w a s  r e l a t i v e l y  l i t t l e  

deba te  about  the  assured  bene f i t .  How c o n t r o v e r s i a l  t h i s  p iece  of the  

reform is,  however, is n o t  c l ea r .  For one thing the l e g i s l a t u r e  was only 

being asked t o  vo te  on a l imi t ed  demonstration i n  a few count ies .  The 

p o t e n t i a l  c o s t s  to  the  s t a t e ,  therefore ,  a r e  no t  l a rge .  Moreover, the 

l e g i s l a t u r e  was assured  another  c rack  a t  the  i s s u e  before t he  demonstra- 

t i o n  commenced, through the requirement t h a t  the J o i n t  Finance Committee 

review and approve the  f i n a l  plans f o r  the demonstration. F ina l ly ,  

l e g i s l a t o r s  may simply have taken a wait-and-see posture.  How controver- 

s i a l  t he  assured  b e n e f i t  t u rns  o u t  t o  be is  c e r t a i n  t o  depend upon the  

r e s u l t s  of the demonstration. 

A t  t h i s  p o i n t  the  c o n t r a s t  between the  dismal r e a l i t y  of the  c u r r e n t  

system and the  b r i g h t  promise of a c h i l d  support  assurance  system 

war ran t s  a thorough t e s t  of c h i l d  support  assurance. Whether the  new 

system proves to  be a s  promising i n  r e a l i t y ,  of course,  remains to  be 

seen. I f  so ,  the r e s t  of the  na t ion  w i l l  a lmost  c e r t a i n l y  follow 

Wisconsin's example, and c h i l d  support  assurance w i l l  j o i n  Workers' 

Compensation, income taxa t ion ,  and Unemployment Insurance a s  succes s fu l  

s o c i a l  po l icy  innovat ions t h a t  bear the stamp "made i n  Wisconsin." 
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APPENDIX A 

Methodology f o r  Est imat ing the E f f e c t s  of 
t he  Child Support  Assurance Program 

A. Data 

The s imula t ion  is based on the combination of two r e c e n t  Wisconsin 

d a t a  sets. The 1981 Wisconsin Basic Needs Study (BNS) provides  an 

e x t r a c t  of f a m i l i e s  e l i g i b l e  f o r  c h i l d  support  i n  1980. The BNS f i l e  

c o n t a i n s  b a s i c  demographic and income da t a  f o r  the c u s t o d i a l  f a m i l i e s ,  

b u t  i t  has t h r e e  major shortcomings. The f i r s t  is the very small  sample 

size--138 nonwelfare ca se s  and even fewer wel fa re  cases .  The second is  

i t s  annual  r epo r t i ng  of wel fa re  income. The t h i r d  is  the  absence of 

income informa t i o n  on the  noncus t o d i a l  paren ts .  

To circumvent the  second problem, a second d a t a  f i l e  is used t o  

r e p l a c e  the  AFDC c a s e s  i n  BNS. The Wisconsin Computer Reporting 

Network (CRN) i s  the  state 's  admin i s t r a t i ve  information system wi th  

monthly e x t r a c t s  of a l l  c a se s  c u r r e n t l y  on welfare .  It con ta in s  t he  

same spectrum of demographic and income v a r i a b l e s  a s  i n  BNS. A 7 per- 

c e n t  sample of C R N ' s  1983 March f i l e  is obtained to  y i e l d  a t o t a l  of 

4,408 ch i ld-suppor t -e l ig ib le  ca se s  on AFDC. This  sample is combined 

w i t h  the 138 nonwelfare ca se s  from BNS t o  y i e l d  a weighted sample of 

4,546 c a s e s  f o r  our  primary a n a l y s i s .  

However, ano the r  d a t a  set  i s  needed to  so lve  the t h i r d  problem, 

the  l a c k  of income information on noncustodial  paren ts .  To ob ta in  

es tima t e s  of noncus t o d i a l  pa ren t  income, the 1979 Current  Popula t ion  

Survey d a t a  is used, a s  descr ibed  i n  t he  next  s ec t i on .  



B. Me thodology 

The me thodology f o r  es t imat ing  the noncus t o d i a l  f a t h e r '  s a b i l i t y  

t o  pay employs the c u s t o d i a l  mother' s c h a r a c t e r i s  t i c s  and o the r  

demographic information a s  proxies  f o r  those of the absen t  f a the r .   he 

methodology f o r  es t imat ing  noncus t o d i a l  mother' s a b i i  t y  to  pay is the  

same and, therefore ,  no t  described separa te ly .  ) The me thodology is based 

on the  assump t ion  t h a t  the r e l a  t ionship  of wife' s c h a r a c t e r i s t i c s  t o  hus- 

band' s income is the same as t h a t  of the cus tod ia l  mother' s charac- 

t e r i s  t i c s  t o  the absen t  f a t h e r '  s income. 

The methodology can be broken down i n t o  four  s teps .  The f i r s t  s t e p  

i s  t o  es t imate  the r e l a t i o n s h i p  between a woman's c h a r a c t e r i s  t ics  and her  

mate 's  income. To do t h i s  we es t imate  a regress ion  equation employing a 

sample of cu r ren t ly  married couples with ch i ld ren  under 18 yea r s  of age. 

The dependent v a r i a b l e  i s  the log  of income of the man from a l l  earned 

and unearned sources excluding wel fare  income. The independent va r i ab le s  

inc lude  the c h a r a c t e r i s t i c s  of the women: age,  education, number of 

ch i ld ren ,  region, SMSA, c i t y ,  and i n t e r a c t i o n  terms, chosen to  be proxies  

f o r  the  v a r i a b l e s  normally included i n  human-capital regress ions .  I n  

t h i s  and subsequent regress ions ,  there  a r e  two s e t s  of equat ions,  one f o r  

whi tes  and another  f o r  nonwhites, t o  con t ro l  f o r  the i n t e r a c t i o n  of race  

and the o the r  explanatory va r i ab le s .  The es t imat ion  method is ordinary 

l e a s t  squares regresson (OLS) .1 The r e s u l t s  of these regress ions  a r e  

presented i n  Table A-1. 

The second s t e p  is to  impute income es t imates  f o r  the absent  f a t h e r s .  

To do t h i s  we use the  c h a r a c t e r i s t i c s  of the cus tod ia l  mother, and the  

c o e f f i c i e n t s  est imated i n  s t e p  one. 



Table A-1 

S t ep  1 Income Regression 

Dependent Variable: Log of Annual Income of Husband 

Whites 
Mean of Dependent Variables  9.543 

Nonwhi tes 
9.212 

Explanatory Variables  

Age 

Education < 9 

Educa t i o n  9-1 1 

Education > 12 

Non-Central C i ty  

Non-SMSA 

2 Children 

3+ Children 

Nor theas t Region 

South Region 

West Region 

t a b l e  continues 



Table A-1 , continued 

Dependent Variable: Log o f  Annual Income of  Husband 

Whites 
Mean of Dependent Variables  9 .543 

Nonwhites 
9 .212 

Income Dummy 

I n  tercep t 8.04844 7.71464 

F t e s t  605.83 116.41 

Number o f  Observations 10,590 1,214 

Mean Squared Error .54216 .54369 

Note: Standard errors  a r e  i n  parentheses.  



The t h i r d  s t e p  is  to a d j u s t  our income es t imates  to  take account of 

t he  f a c t  that  divorced,  separa ted ,  and never-married men have lower 

incomes than married men of the same c h a r a c t e r i s  tics. S ince  we do no t  

have information on the  c u r r e n t  m a r i t a l  s t a t u s  of the  absen t  parent ,  a 

p r o b a b i l i t y  model is employed t o  p r e d i c t  the mar i t a l  s t a t u s  of the ex- 

spouses of divorced o r  remarried c u s t o d i a l  parents .  This is done by 

running a p r o b i t  model of having new dependents on the  demographic 

c h a r a c t e r i s t i c s  of previously married men i n  the  1975 Survey of Income 

and Education da ta .  For separated and never-married c u s t o d i a l  parents  we 

assume the absent  pa ren t s  a r e  a l s o  separated and never-married , respec- 

t i v e l y ;  t he  former because i t  i s  l e g a l l y  t rue ,  the l a t t e r  because there  

i s  no b e t t e r  pred ic tor .  Then to  c o r r e c t  f o r  the  overest imate t h a t  

a r i s e s  from basing an  es t imat ion  on the  r e l a t i o n s h i p  of married men's 

earn ings  to  married women' s c h a r a c t e r i s  tics, we reduce the est imated 

incomes by the r a t i o  of divorced o r  separated o r  never-married men's 

income t o  married men' s income. 

The fou r th  and l a s t  s t e p  is  t o  make a similar adjustment i n  the 

est imated income according to  the wel fare  recipiency s t a t u s  of the custo- 

d i a l  parent .  Everything being equal ,  we may s t i l l  expect the  income of 

t he  f a t h e r  of the c h i l d r e n  of someone on AFDC to  be lower than t h a t  of 

the  f a t h e r  of the  c h i l d r e n  of someone n o t  on welfare.  The r eg re s s ion  

e s t ima te  we ob ta in  is  a n  o v e r a l l  average. Therefore the e s t ima te  is 

ad jus t ed  up f o r  non-AFDC cases  and downward f o r  AFDC cases ,  each 

according t o  the  r a t i o  between the  r e spec t ive  group's  mean t o  the 

n a t i o n ' s  o v e r a l l  mean income. 

So f a r  we have a po in t  es t imate  of absent-father  income f o r  each 

woman i n  the sample. Each woman r ep resen t s  many women i n  the  popula- 



t ion.  Not a l l  of these absen t  f a t h e r s  have the same income, but  r a t h e r  

they make up a  d i s t r i b u t i o n  of income which we a r e  summarizing by the 

p o i n t  es t imate .  To f u r t h e r  def ine  these d i s t r i b u t i o n s  we use the mean 

square e r r o r  of the  regress ion  i n  s t e p  one as an  es t imate  of the 

variance.  We can now de f ine  our d i s t r i b u t i o n s  of income by two parame- 

t e r s :  the mean est imated by the poin t  es t imate  and the variance.  I n  

a d d i t i o n ,  we assume t h a t  income is d i s t r i b u t e d  log  normal. The d i s t r ibu -  

t i o n s  allow us t o  s imulate  a  nonlinear  normative s tandard t h a t  incor- 

pora t e s  an  income exemption and income c e i l i n g .  

Est imates of t h e i r  income a r e  necessary but  no t  s u f f i c i e n t  f o r  deter-  

mining the a b i l i t y  of absen t  f a t h e r s  t o  pay c h i l d  support. A normative 

s tandard o r  tax must be appl ied  to  the income. The normative standard we 

have employed has a propor t ional  t ax  r a t e  based on the number of 

ch i ld ren ;  i t  is appl ied  from the f i r s t  d o l l a r  of income to  a maximum of 

$50,000 per  year. The proposed tax rates a r e  17 percent  of gross  income 

f o r  the f i r s t  c h i l d ,  25 percent  f o r  two chi ldren ,  29, 31, and 34 percent ,  

r e spec t ive ly ,  f o r  three ,  four ,  and f i v e  o r  more chi ldren .  Estimates of 

a b i l i t y  to  pay a r e  ca l cu la t ed  by taxing the weighted p r o b a b i l i s t i c  income 

es t ima tes  by the normative standard. The r e s u l t  is a poin t  es t imate  of 

c h i l d  support  f o r  each sample family. I f  the c h i l d  support  payment from 

the  absen t  f a t h e r  i s  less than the minimum, the c h i l d  support  b e n e f i t  is 

equal  t o  the assured benef i t .  

C. Resu l t s  

The r e s u l t s  of t h i s  s imulat ion a r e  summarized i n  Table 5. This sec- 

t i o n  desc r ibes  how the concepts tabulated a r e  derived. 



N e t  savings r e f e r s  t o  the  reduced government ou t l ay  i n  the Child 

Support  Assurance Program r e l a t i v e  t o  the  c u r r e n t  wel fa re  system. It is 

equa l  t o  the  t o t a l  revenue generated by taxing the  noncus todia l  and 

c u s t o d i a l  pa ren t s ,  p lu s  the  savings r e s u l t i n g  f rom reduced AFDC payment, 

minus the  t o t a l  c h i l d  suppor t  b e n e f i t s  paid t o  c h i l d r e n  and the  $39 

m i l l i o n  t h a t  the  s t a t e ' s  IV-D program c o l l e c t e d  on c h i l d  suppor t  i n  AFDC 

c a s e s  i n  1983. 

Poverty gap reduc t ion  i s  computed by comparing the  aggrega te  poverty 

gap i n  t he  d a t a  set  before  and a f t e r  t he  c h i l d  suppor t  s imulat ion.  The 

Census d e f i n i t i o n s  of poverty l i n e  and money income a r e  used. 

S i m i l a r l y ,  AFDC caseload reduc t ion  is der ived by comparing the  aggre- 

g a t e  number of ca se s  e l i g i b l e  f o r  AFDC before and a f t e r  the  s imulat ion.  

I t  should be noted t h a t  i n  determining AFDC e l i g i b i l i t y  a f  ter the Child 

Support  Assurance Program, a provis ion  of s e t t i n g  a s i d e  a maximum of $50 

monthly p r i v a t e  c h i l d  suppor t  payment is  incorporated.  This  p rov i s ion  

was p u t  i n t o  l a w  by Congress i n  1984 and the re fo re  is  n o t  r e f l e c t e d  i n  

the  o r i g i n a l  da ta .  It has t he  e f f e c t  of dampening the cost-savings and 

wel fa re  reduc t ion  e f f e c t  of the  Child Support  Assurance Program i t s e l f .  

l ~ e c k m a n ' s  procedure t o  account  f o r  s e l e c t i v i t y  b i a s  was at tempted i n  
e a r l i e r  work b u t  the  s e l e c t i v i t y  term was i n s i g n i f i c a n t .  Hence, the 
s impler  OLS procedure is  employed here.  See Donald T. O e l l e r i c h ,  The - 
E f f e c t s  of P o t e n t i a l  Chi ld  Support  T rans fe r s  on Wisconsin AFDC Costs , 
Caseloads,  and Rec ip i en t  Well-Being (Madison, Wis.: I n s t i t u t e  f o r  
Research on Poverty Spec i a l  Report  #35, 1984). 



APPENDIX B 

Determining What Proport ion of Thei r  
Incomes Absent Parents  Should Pay 

The r a t e s  were based upon research  conducted by the  I n s t i t u t e  f o r  

Research on Poverty and the recommendations of a j o i n t  IRP-DHSS t a sk  

force .  The f i r s t  p r i n c i p l e  upon which the  Child Support Assurance 

Program is based is t h a t  when ind iv idua l s  parent  ch i ld ren ,  they incur  an  

o b l i g a t i o n  t o  share  t h e i r  income with the ch i ldren .  I n  determining what 

propor t ion  of t h e i r  income absen t  parents  should share  w i th  t h e i r  

ch i ld ren ,  a  good s t a r t i n g  poin t  is the  proport ion t h a t  they would have 

devoted t o  t h e i r  c h i l d r e n  had they l i ved  wi th  the  ch i ldren .  

Est imating how much income married parents  share  wi th  t h e i r  c h i l d r e n  

i s  very d i f f i c u l t ,  because so many expenses, l i k e  housing, a r e  j o i n t l y  

consumed. A s  a  consequence of t h i s  d i f f i c u l t y ,  e s t ima te s  of the  c o s t s  of 

c h i l d r e n  vary. A s  p a r t  of the  c h i l d  suppor t  p ro j ec t ,  Jacques van de r  

Gaag conducted a review of the l i t e r a t u r e  on the c o s t s  of ch i ld ren1  and 

found the  fol lowing : 

1. The c o s t  of a f i r s t  c h i l d  is between 20 and 30 percent  of income. 

2. The c o s t  remains roughly propor t iona l  up to  very high income. 

3. The second c h i l d  c o s t s  about  half  a s  much a s  the  f i r s t ,  the t h i r d  

a s  much a s  the  second, and subsequent ch i ld ren  about  half  a s  much 

a s  the  second and th i rd .  

For s e v e r a l  reasons,  the  proport ion of t h e i r  incomes t h a t  absen t  

pa ren t s  sha re  with t h e i r  c h i l d r e n  should be lower than the  proport ion 

they would have shared had they been l i v i n g  wi th  the  ch i ldren .  F i r s t ,  

some of the  c o s t s  of r a i s i n g  the  c h i l d  w i l l  be borne by the  c u s t o d i a l  



parent .  Second, a pa ren t  de r ives  l e s s  b e n e f i t  from a c h i l d  when he o r  

she l i v e s  a p a r t  from r a t h e r  than toge ther  wi th  the  ch i ld .  Third,  the  

noncus todia l  parent  w i l l  i ncu r  some c o s t s  f o r  the c h i l d r e n  i n  the  course 

of normal v i s i t a t i o n .  F i n a l l y ,  extremely high c h i l d  support  tax r a t e s  on 

noncustodial  pa ren t s  should be avoided because they w i l l  encourage eva- 

s ion .  

None of these reasons f o r  expect ing absen t  parents  to share  l e s s  of 

t h e i r  income with t h e i r  c h i l d r e n  than i f  they l i v e d  with them suggest  a n  

exac t  amount. Ult imately , dec i s ions  about  how much the noncus t o d i a l  

pa ren t  should pay depend a l s o  upon judgments about  how to  balance the  

c o n f l i c t i n g  ob jec t ives  of providing we l l  f o r  the  ch i ld ren ;  minimizing 

pub l i c  c o s t s ;  and r e t a i n i n g  incent ives  and a decent  s tandard of l i v i n g  

f o r  t he  noncustodial  parent .  

Combining the  midpoint of the est imated range of what percentage of 

income parents  who l i v e  wi th  t h e i r  c h i l d r e n  share  wi th  t h e i r  f i r s t  

child--25 percent ,  w i th  t he  f i r s t  th ree  reasons f o r  expect ing a b s e n t  

pa ren t s  to  con t r ibu te  a smal le r  percentage of t h e i r  income to  t he  

ch i ld ren ,  l e d  the  j o i n t  t a sk  fo rce  t o  recommend a c h i l d  suppor t  r a t e  of 

17 pe rcen t  f o r  t he  f i r s t  ch i ld .  Based upon e s t ima te s  of the c o s t  of a 

c h i l d ,  the  a d d i t i o n a l  r a t e  f o r  the  second and subsequent c h i l d r e n  should 

be about  ha l f  the r a t e  f o r  t he  previous c h i l d .  The committee a l s o  

suggested t h a t  the  h ighes t  r a t e  f o r  ch i ld ren  i n  one family be 34 pe rcen t ,  

hence t h e  recommended r a t e s  of 17,  25, 29, 31, and 34 pe rcen t  f o r  1, 2, 

3 ,  4 ,  and 5 ch i ld ren .  

l ~ e e  "On Measuring the  Costs of Children," pp. 1-44 i n  Irwin 
Garf inke l  and Margo ~ e l l i ;  Child Sup 
Fea tures  of a Proposed New System, V -  - . ~ --- 

f o r  Research on Poverty Spec ia l  Report #32C, 1982) 

port :  Weaknesses of the  Old and 
01. 111 (Madison, Wis. : I n s t i t u t e  


