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Abst rac t  

Data from the 1979, 1982, and 1984 MarchIApril Current  Populat ion 

Survey (CPS) match f i l e s  a r e  used to analyze trends i n  AFDC and c h i l d  

suppor t  from 1978 t o  1983. During t h i s  period the proport ion of a l l  

s ingle-parent  f a m i l i e s  rece iv ing  AFDC f e l l  ( revers ing  an e a r l i e r  two- 

decade t rend) and r e a l  c h i l d  support  co l l ec t ions  a l s o  f e l l .  Analysis of 

t he  CPS d a t a  r evea l s  t h a t  from 1978 t o  1981 the  dec l ine  i n  the AFDC par- 

t i c i p a t i o n  r a t e  can be a t t r i b u t e d  t o  an  eros ion  i n  r e a l  AFDC guarantee 

l e v e l s  caused by high r a t e s  of i n f l a t i o n  and t o  changes i n  demographic 

condi t ions ,  while  from 1981 t o  1983 the  dec l ine  can be a t t r i b u t e d  

e n t i r e l y  t o  the  provis ion  of the Omnibus Budget Reconci l ia t ion  Act of 

1981 t h a t  r a i sed  e f f e c t i v e  AFDC tax r a t e s .  The ana lys i s  a l s o  revea ls  

t h a t  a  s i z a b l e  reduct ion  i n  labor  supply occurred i n  response t o  OBRA, i n  

c o n t r a s t  t o  e a r l i e r  s t u d i e s  of t h i s  issue.  I f  work e f f o r t  had n o t  been 

reduced, the r e s u l t s  suggest  t h a t  OBRA would have caused a  much l a r g e r  

dec l ine  i n  the  AFDC p a r t i c i p a t i o n  r a t e  than a c t u a l l y  occurred. 

The a n a l y s i s  a l s o  r evea l s  t h a t  the decreased ch i ld  suppor t  co l lec-  

t i o n s  over the  1978-83 per iod  were the r e s u l t  of an erosion of r e a l  c h i l d  

suppor t  award amounts. This  decrease i n  ch i ld  support  c o l l e c t i o n s  led t o  

a  small  i nc rease  i n  AFDC p a r t i c i p a t i o n  t h a t  o f f s e t  somewhat the downward 

t rend  i n  AFDC p a r t i c i p a t i o n ,  but  only i n  the f i r s t  p a r t  of t h a t  period: 

from 1978 t o  1981, r e a l  c h i l d  support  c o l l e c t i o n s  f e l l  by 17 percent ,  

genera t ing  an  inc rease  i n  the AFDC p a r t i c i p a t i o n  r a t e  of about one per- 

centage poin t ;  from 1981 t o  1983, c h i l d  support  c o l l e c t i o n s  increased 

s l i g h t l y ,  bu t  had no perceivable e f f e c t  on the AFDC p a r t i c i p a t i o n  r a t e .  

Furthermore, t he re  appears t o  have been a  decrease i n  the e f f ec t iveness  



o f  t h e  C h i l d  S u p p o r t  Enforcement program from 1981 t o  1983. However, t h e  

e f f e c t i v e n e s s  of t h e  program and i t s  i n f l u e n c e  on t h e  AFDC p a r t i c i p a t i o n  

r a t e  cou ld  i n c r e a s e  s i g n i f i c a n t l y  i n  t h e  f u t u r e ,  when t h e  landmark 1984 

C h i l d  S u p p o r t  Amendments t o  t h e  S o c i a l  S e c u r i t y  Ac t ,  a u t h o r i z i n g  man- 

d a t o r y  wi thho ld ing  of wages from p a r e n t s  who a r e  d e l i n q u e n t  i n  paying 

c h i l d  s u p p o r t ,  become f u l l y  implemented nat ionwide.  



An Ana lys i s  of Trends i n  Chi ld  Suppor t  and 
AFDC from 1978 t o  1983 

The Aid t o  F a m i l i e s  w i t h  Dependent C h i l d r e n  (AFDC) program i s  the 

major  s o u r c e  of p u b l i c  a s s i s t a n c e  f o r  low-income f a m i l i e s  i n  the  United 

S t a t e s ,  e s p e c i a l l y  f a m i l i e s  i n  which t h e r e  is only one p a r e n t  l i v i n g  i n  

t h e  household. S i n c e  1978, t h e r e  has been a  s u b s t a n t i a l  d e c l i n e  i n  the  

p r o p o r t i o n  of f a m i l i e s  p a r t i c i p a t i n g  i n  this program. ' According t o  d a t a  

from the  Census Bureau 's  annua l  C u r r e n t  P o p u l a t i o n  Survey (CPS), 40 per-  

c e n t  of a l l  female-headed f a m i l i e s  p a r t i c i p a t e d  i n  AFDC i n  1978. I n  

1983, this p r o p o r t i o n  f e l l  t o  32 pe rcen t ,  a  drop of approx imate ly  one- 

f  i f  th.2 Such a p r e c i p i t o u s  d e c l i n e  i n  t h e  p a r t i c i p a t i o n  r a t e  is par- 

t i c u l a r l y  noteworthy f o r  t h r e e  reasons .  F i r s t ,  t he  AFDC program had been 

e x p e r i e n c i n g  s t e a d y ,  and sometimes even r a p i d ,  growth d u r i n g  the  two 

decades  p r i o r  t o  t h i s  per iod.  Second, between 1978 and 1983 unemployment 

r o s e  c o n s i d e r a b l y  i n  the  Uni ted  S t a t e s ,  s o  i f  a n y t h i n g  such a  g e n e r a l  

worsening of economic condi t i o n s  would have been expected t o  c o n t r i b u t e  

t o  a n  i n c r e a s e ,  r a t h e r  than a  d e c r e a s e ,  i n  the  p a r t i c i p a t i o n  r a t e .  3  

T h i r d ,  d e s p i t e  l e g i s l a t i v e  e f f o r t s  t o  i n c r e a s e  c h i l d  s u p p o r t  enforcement,  

CPS d a t a  i n d i c a t e  t h e r e  was a  d e c l i n e  i n  r e a l  c h i l d  s u p p o r t  c o l l e c t i o n s ,  

which would a l s o  tend to  c o n t r i b u t e  to an  i n c r e a s i n g  AFDC p a r t i c i p a t i o n  

r a t e  . 4 

There  a r e  a  v a r i e t y  of p o s s i b l e  causes  of t h i s  d e c l i n e  i n  the  AFDC 

p a r t i c i p a t i o n  r a t e .  Some a r e  demographic, some a r e  economic, and some 

r e s u l t  from o t h e r  (mainly unobservable)  f a c t o r s .  Demographic causes  

r e f l e c t  d i s t r i b u t i o n a l  changes i n  such v a r i a b l e s  a s  age ,  r a c e ,  and family  

s i z e .  For  example, r e c e n t  s t u d i e s  have shown t h a t  AFDC program 



par t i c ipa t ion  tends t o  increase with family s ize  and decrease with the 

age of the family head.5 Hence, as families ge t  smaller and as the popu- 

l a  t ion ages, one would expect par t ic ipat ion ra tes  correspondingly to 

decline. 

Economic causes of a declining par t ic ipat ion r a t e  r e f l e c t  changes in  

general  economic conditions, changes i n  child support col lected,  and/or 

changes i n  the s t ruc ture  of the AFDC program tha t  a f f e c t  preferences for 

work and hence e l i g i b i l i t y  f o r  benefi ts .  A s  indicated above, over the 

period 1978-83 economic conditions generally worsened and r e a l  child sup- 

po r t  col lect ions  f e l l ,  which should have led to an increase in the AFDC 

par t i c ipa t ion  ra te .  However, s ignif icant  i n f l a t i on  occurred in  these 

years with no corresponding increase i n  nominal AFDC guarantee levels,  

and several  important changes occurred in  the s t ructure  of the AFDC 

program tha t  would be expected to lead to a decline in the par t ic ipat ion 

ra te .  With regard to in f la t ion ,  over the 1978-83 period the Consumer 

Pr ice  Index (CPI) increased a t  an average r a t e  of about 8 percent per 

year (from 1978 to  1981 i t  increased a t  the average r a t e  of almost 1 2  

percent per year) .6 Because nominal AFDC guarantee levels changed l i t t l e  

over t h i s  period, the unprecedented in f la t ion  led to a s ign i f ican t  

decline i n  r e a l  AFDC guarantee levels.  Economic theory suggests tha t  

declining r e a l  AFDC guarantee levels would lead to  a declining AFDC par- 

t i c i pa t i on  ra te .  

In  addi t ion t o  the decline in rea l  AFDC guarantee levels ,  the Omnibus 

Budget Reconciliation Act of 1981 (OBRA) raised the o f f i c i a l  AFDC 

benefit-reduction r a t e  on earnings from 67 percent to 100 percent.7 This 

dramatic increase i n  the welfare tax r a t e  i s  purported to have had the 

e f f e c t  of removing a s ign i f ican t  number of families from the program 

because of a decrease i n  the e l i g i b i l i t y  l eve l  of income. I n  add i t ion ,  



o t h e r  e l i g i b i l i t y  requ i rements  f o r  the  program were s i g n i f i c a n t l y  

t i g h t e n e d  by OBRA, such  a s  a  decrease  i n  a l l o w a b l e  deduc t ions  f o r  work 

expenses  (mainly  c h i l d  c a r e )  and a  decrease  i n  a l l o w a b l e  a s s e t s .  These 

changes  would a l s o  be expected t o  reduce t h e  p a r t i c i p a t i o n  r a t e  i n  the  

program. 

Other  c a u s e s  of t h e  d e c l i n i n g  AFDC p a r t i c i p a t i o n  r a t e  r e f l e c t  

changing a t t i t u d e s  toward w e l f a r e  a s  w e l l  a s  e f f o r t s  on t h e  p a r t  of 

program a d m i n i s t r a t o r s  t o  more c l o s e l y  t a r g e t  b e n e f i t s  on t h e  " t r u l y  

needy." Such t a r g e t i n g  could  t a k e  t h e  form of i n c r e a s e d  s c r u t i n y  of 

w e l f a r e  a p p l i c a t i o n s  and /or  g r e a t e r  moni tor ing of t h e  a c t i v i t i e s  of fami- 

l i e s  c u r r e n t l y  r e c e i v i n g  w e l f a r e  b e n e f i t s  t o  p r e v e n t  ( o r  a t  l e a s t  mini- 

mize) f r a u d u l e n t  behav ior .  Because of r e c e n t  f i s c a l  p r e s s u r e s ,  w e l f a r e  

o f f i c i a l s  have been i n t e n s i f y i n g  e f f o r t s  t o  spend w e l f a r e  d o l l a r s  more 

e f f i c i e n t l y . 8  

The purpose  of t h i s  paper  i s  t o  a n a l y z e  r e c e n t  t r e n d s  i n  the  AFDC 

p a r t i c i p a t i o n  r a t e  and t o  a t t e m p t  t o  determine t h e  r o l e  played by 

demographic, economic, and o t h e r  f a c t o r s  i n  e x p l a i n i n g  t h e s e  t r e n d s  over  

t h e  1978-83 p e r i o d .  The e f f e c t i v e n e s s  of c h i l d  s u p p o r t  enforcement p o l i -  

c i e s  i s  g iven  s p e c i a l  a t t e n t i o n ,  a s  a r e  t h e  e f f e c t s  of t h e  1981 OBRA 

l e g i s l a t i o n .  G e n e r a l l y ,  t h e  p a p e r ' s  f i n d i n g s  a r e  t h a t  from 1978 t o  1981 

t h e  e r o s i o n  of t h e  r e a l  AFDC g u a r a n t e e  l e v e l  and demographic f a c t o r s  were 

r e s p o n s i b l e  f o r  t h e  d e c l i n e  i n  t h e  AFDC p a r t i c i p a t i o n  r a t e .  The AFDC 

p a r t i c i p a t i o n  d e c l i n e  was o f f s e t  somewhat by f a l l i n g  r e a l  c h i l d  s u p p o r t  

c o l l e c t i o n s  and a  r i s i n g  unemployment r a t e .  From 1981 t o  1983 t h e  tax 

r a t e  changes caused by OBRA a r e  found t o  be t h e  primary cause  of the  

d e c l i n e  i n  t h e  p a r t i c i p a t i o n  r a t e .  OBRA is  p r e d i c t e d  t o  have had a  l a r g e  

e f f e c t  on reduc ing  e l i g i b i l i t y  f o r  w e l f a r e  b e n e f i t s ,  b u t  i t  is a l s o  



p r e d i c t e d  t o  have caused a  l a r g e  number of f a m i l i e s  t o  reduce t h e i r  l a b o r  

supp ly  i n  o r d e r  t o  r e t a i n  e l i g i b i l i t y  f o r  b e n e f i t s .  The n e t  observed 

e f f e c t  was a  moderate d e c l i n e  i n  the AFDC p a r t i c i p a t i o n  r a t e .  T h i s  

f i n d i n g  of a  Large b e h a v i o r a l  impact of OBRA c o n t r a s t s  w i t h  the  f i n d i n g s  

of e a r l i e r  s t u d i e s  on t h i s  i s s u e .  Over the  e n t i r e  1978-83 p e r i o d ,  c h i l d  

s u p p o r t  enforcement  p o l i c i e s  a r e  p r e d i c t e d  t o  have c o n t r i b u t e d  t o  a n  

i n c r e a s e ,  r a t h e r  than a  dec rease ,  i n  the  AFDC p a r t i c i p a t i o n  r a t e .  I n  

f a c t ,  t h e  d a t a  ana lyzed  i n  t h i s  paper r e v e a l  a  s i g n i f i c a n t  d e t e r i o r a t i o n  

i n  t h e  c h i l d  s u p p o r t  s i t u a t i o n  of American f a m i l i e s  d u r i n g  this s i x - y e a r  

pe r iod .  Much of this d e t e r i o r a t i o n  occurred between 1978 and 1981, when 

i n f l a t i o n  eroded t h e  r e a l  v a l u e  of c h i l d  s u p p o r t  awards. 

T h i s  paper is o rgan ized  a s  fo l lows.  The n e x t  s e c t i o n  d i s c u s s e s  i n  

d e t a i l  t h e  data; then t r e n d s  i n  AFDC and c h i l d  s u p p o r t  d u r i n g  the  1978-83 

p e r i o d  a r e  r e p o r t e d .  A model of AFDC p a r t i c i p a t i o n  is p r e s e n t e d  and 

e s t i m a t e d  i n  a n  a t t e m p t  t o  i d e n t i f y  the v a r i o u s  causes  of the  t rends .  

The e f f e c t i v e n e s s  of c h i l d  s u p p o r t  enforcement p o l i c i e s  i s  examined over 

t h e  y e a r s  1981-83. The Las t  s e c t i o n  summarizes the  f i n d i n g s .  

DATA 

I n  1979 the  U.S. Bureau of the  Census i n i t i a t e d  a  s p e c i a l  supplement 

t o  t h e  A p r i l  CPS i n  which women 18 yea rs  of age and o l d e r  w i t h  c h i l d r e n  

under  21 whose f a t h e r  is a b s e n t  from the  household a r e  a sked  a  s e r i e s  of 

q u e s t i o n s  r e g a r d i n g  t h e i r  r e c e i p t  of c h i l d  s u p p o r t  and al imony. The 1979 

supplement  w a s  the  f i r s t  na t ionwide  a t t e m p t  to o b t a i n  comprehensive su r -  

vey i n f o r m a t i o n  on the  c h i l d  s u p p o r t  s i t u a t i o n  of American f a m i l i e s .  

When f i r s t  p u b l i c i z e d ,  the  s t a t i s t i c s  genera ted  from t h e  1979 supplement 



were viewed a s  s t a r t l i n g :  c l o s e  t o  two-thirds of f ami l i e s  with an absent  

pa ren t  d id  n o t  r ece ive  any c h i l d  support  a t  a l l  and more than one ha l f  

d id  no t  have a  formal c h i l d  support  award. 

Although policymakers were a l ready  aware t h a t  there  was a  c h i l d  sup- 

p o r t  problem i n  the  United S t a t e s  ( t h e  f e d e r a l  Child Support Enforcement 

program had been e s t ab l i shed  fou r  years  e a r l i e r ,  i n  1975), the CPS s t a -  

t i s t i c s  helped spur  a d d i t i o n a l  l e g i s l a t i o n  during the e a r l y  1980s. 

Severa l  important laws were passed, aimed a t  improving the c h i l d  support  

c o l l e c t i o n  process.  I n  genera l ,  c h i l d  suppor t  enforcement p o l i c i e s  were 

seen  a s  a  way of reducing wel fare  c o s t s  i n  a d d i t i o n  to  t h e i r  main 

o b j e c t i v e  of improving the  economic circumstances of s ing le-parent  fami- 

l i e s .  The most important p iece  of l e g i s l a t i o n  was the Child Support 

Amendments ( t o  the  S o c i a l  Secu r i ty  Act) of 1984, which au thor ized ,  among 

o t h e r  th ings ,  mandatory withholding of wages from absent  pa ren t s  who 

become de l inquent  (by one month o r  more) i n  making t h e i r  c h i l d  suppor t  

payments. The provis ions  of the 1984 Amendments a r e  now being imple- 

mented throughout the  nat ion.  

P a r t l y  a s  a  means of monitoring the e f f e c t s  of ch i ld  support  l e g i s l a -  

t i o n ,  the  Census Bureau, under the  auspices  of the  Off i c e  of Child 

Support Enforcement, continued t o  adminis te r  the  Apr i l  CPS c h i l d  support  

supplement on a  r egu la r  b a s i s ,  f i e l d i n g  surveys i n  1982, 1984, and 1986. 

There a r e  p lans  f o r  another  survey i n  1988. Hence, an important time 

s e r i e s  is  being generated t h a t  should prove usefu l  to  researchers  and 

policymakers. Each CPS c h i l d  suppor t  supplement has been merged by the  

Census Bureau with the  March CPS of the same year .  Thus, i n  add i t i on  t o  

information on c h i l d  suppor t  and alimony, the  match f i l e s  conta in  a  



cons iderable  amount of o t h e r  economic and demographic information f o r  the 

f a m i l i e s  surveyed. 

I n  t h i s  paper,  r ecen t  t rends i n  ch i ld  support  and AFDC a r e  analyzed 

wi th  da t a  from the  1979, 1982, and 1984 match f i l e s . 9  Because the infor -  

mation gathered i n  these  surveys p e r t a i n s  t o  the ca lendar  year  p r i o r  t o  

t h e  survey month, the da ta  span the  period 1978 through 1983. I t  is  

important  to  note  t h a t  the  20-year-old age r e s t r i c t i o n  on ch i ld ren  in  the  

A p r i l  supplement implies  a 19-year-old o r  l e s s  age r e s t r i c t i o n  f o r  the 

per iod  covered by the  survey. This  roughly coincides with the age 

r e s t r i c t i o n  imposed by the AFDC program, so t h a t  f o r  a n a l y t i c  purposes 

t h e  sample may be viewed a s  conta in ing  those e l i g i b l e  f o r  AFDC bene f i t s .  

Problems with the  CPS Data 

Desp i t e  i t s  comprehensive na ture ,  the CPS c h i l d  suppor t  supplement 

has  s e v e r a l  drawbacks t h a t  l i m i t  i t s  o v e r a l l  usefu lness  f o r  s tudying 

c h i l d  suppor t  t rends.  These l i m i t a t i o n s  a r e  discussed here  i n  order  t o  

a l e r t  o t h e r  r e sea rche r s  who may wish t o  use these da t a  f o r  a n a l y t i c  pur- 

poses.  The most important drawback is  t h a t  it does n o t  q u i t e  sample the  

r e l e v a n t  ch i ld-suppor t  population. A s  noted by Graham and Be l l e r  (1985), 

i n s t e a d  of sampling the  populat ion of women with one o r  more ch i ld ren  

under  21 yea r s  of age who were members of the household b u t  whose f a t h e r  

was no t ,  the  survey sampled the  populat ion of women 18 yea r s  of age and 

o l d e r  wi th  ch i ld ren  of any age whose f a t h e r  was no t  a member of the 

household. Although the survey required t h a t  t he re  had t o  be a t  l e a s t  

one c h i l d  under 21 i n  the  household, an  e r r o r  i n  survey design made i t  

p o s s i b l e  t h a t  t h i s  person could be the grandchi ld,  r a t h e r  than the  ch i ld ,  

o f  t h e  respondent. Hence, the survey includes many o l d e r  women f o r  whom 



c h i l d  suppor t  i s  i r r e l e v a n t .  This  e r r o r  i n  survey design leads  t o  an 

overes t imate  of the  r e l e v a n t  c h i l d  suppor t  populat ion and an underes ti- 

mate of the e x t e n t  t o  which c h i l d  support  is  being received by the  r e l e -  

v a n t  populat ion.  

I n  a d d i t i o n  t o  erroneously including o lde r  women wi th  grown ch i ldren ,  

t h e  survey excludes c u r r e n t l y  married women who had never  been divorced 

b u t  who had c h i l d r e n  p r i o r  t o  t h e i r  f i r s t  marriage. This  popula t ion  

could be s i z a b l e .  The exc lus ion  of these women leads to  an underest imate  

o f  t he  s i z e  of t he  r e l e v a n t  c h i l d  support  population. And, i f  t he  

excluded popula t ion  has  a  lower c h i l d  support  rec ip iency  r a t e  than the 

inc luded  popula t ion  (which seems l i k e l y ) ,  than the  CPS d a t a  would tend t o  

overes t imate  t he  rec ip iency  r a t e  of the r e l e v a n t  t a r g e t  populat ion.  

A s  Graham and B e l l e r  po in t  ou t ,  it i s  poss ib l e  t o  a d j u s t  the  CPS d a t a  

t o  p a r t i a l l y  c o r r e c t  the  f i r s t  problem descr ibed above, bu t  t he re  i s  no 

way of a d j u s t i n g  the  sample t o  c o r r e c t  f o r  the  second problem. It  is 

a l s o  n o t  c l e a r  t h a t  t he  Census Bureau should neces sa r i l y  c o r r e c t  these  

e r r o r s  i n  subsequent  surveys because doing s o  would r e p r e s e n t  a  depa r tu re  

from the  e x i s t i n g  methodology and would lead t o  an i n c o n s i s t e n t  d a t a  

s e r i e s  over  time. Based on some reasonable c r i t e r i a  f o r  adjustment ,  

Graham and B e l l e r  e s t i m a t e  t h a t  the  b i a s  produced by the f i r s t  design 

e r r o r  i s  f a i r l y  small ,  r e s u l t i n g  i n  about  a  2 percent  underest imate  of 

c h i l d  suppor t  rec ip iency  r a t e s  f o r  the r e l e v a n t  population. I t  i s  n o t  

known what t he  b i a s e s  a r e  f o r  t he  second problem. Nonetheless,  a n a l y s t s  

should be aware of t he se  problems and should a t tempt  t o  a d j u s t  the  

samples when using these  da t a  f o r  research  purposes. 

There i s  another  problem wi th  the  CPS supplement (apparen t ly  n o t  

recognized before)  t h a t  a l s o  leads  t o  an i nco r r ec t l y  sampled populat ion.  



A t  the  beginning of the  survey,  respondents a r e  asked to  r e p o r t  t h e i r  

c u r r e n t  m a r i t a l  s t a t u s  a s  of the  survey month ( ~ p r i l ) .  Elsewhere i n  the 

survey,  these  women a r e  asked about  c h i l d  support  and alimony received 

dur ing  the  previous ca lendar  year .  There a r e  a s i g n i f i c a n t  number of 

women who were married dur ing  the  e n t i r e  previous year  even though they 

r e p o r t  themselves a s  divorced o r  separa ted  a s  of the survey month. This  

i s ,  of course,  because t h e i r  d ivorce  o r  s epa ra t i on  occurred a f t e r  January 

of the c u r r e n t  year .  There a r e  a l s o  many f ami l i e s  who were divorced o r  

separa ted  during the  previous ca lendar  year.  Tabula t ions  from the  da ta  

r e v e a l  t h a t  about  4 pe rcen t  of the  respondents a r e  i n  the former category 

whi le  a lmost  15 pe rcen t  a r e  i n  t he  l a t t e r  category. Inc luding  these  

groups i n  an a n a l y s i s  sample wi thout  making app rop r i a t e  adjustments  would 

lead  t o  a s i g n i f i c a n t  overes t imate  of the c h i l d  suppor t  populat ion and an  

underest imate  of c h i l d  suppor t  rec ip iency  r a t e s .  However, s u f f i c i e n t  

information i s  a v a i l a b l e  i n  t he  survey to  c o r r e c t  f o r  t h i s  problem.10 

S e l e c t i o n  of the  Analysis  Sample 

Despi te  t h e i r  l i m i t a t i o n s ,  the  Apr i l  CPS supplement s t i l l  r e p r e s e n t s  

t h e  most important  source of information on nationwide c h i l d  suppor t  

t rends.  I n  o r d e r  t o  develop a r e l e v a n t  sample f o r  a n a l y s i s ,  I have taken 

t h e  bas i c  CPS match f i l e s  f o r  1978, 1981, and 1983 and, based on respon- 

s e s  t o  c e r t a i n  ques t ions  i n  the  survey, I have excluded a group of women 

who a r e  n o t  l i k e l y  t o  be p a r t  of the  app rop r i a t e  c h i l d  suppor t  popula- 

t i o n .  Among women aged 1 8  and o l d e r  who were e i t h e r  never  marr ied,  

divorced,  o r  separa ted  a s  of t he  survey da t e ,  where a t  l e a s t  one c h i l d  

under the  age of 21  was l i v i n g  i n  t he  household, and where a t  l e a s t  one 



of the respondent's chi ldren was l iv ing  i n  the household, I imposed the 

following addi t ional  r e s t r i c t i o n s  on the sample: 

1. The woman had t o  be divorced or  separated l e s s  than 18 years p r io r  
t o  the survey date but  more than 3 months p r io r  to the survey 
date ,  

2. The absent  parent  had to  be a l i v e ,  

3. The woman had to  be under the age of 55, and 

4. The woman had to have been married l e s s  than 25 years. 

These r e s t r i c t i o n s  a r e  intended p a r t i a l l y  to cor rec t  f o r  the various 

problems described above. Divorced and separated women married during 

p a r t  of the survey year a r e  included i n  the sample because they a re  i n  

the re levant  population f o r  p a r t  of the year. (As w i l l  be noted in  the 

empirical  analys is  below, an adjus b e n t  i s  made f o r  these families.  ) 

Widows a r e  excluded from the ana lys i s  sample because there a r e  so few of 

them t o  generate meaningful r e su l t s .  

TRENDS I N  THE DATA 

Based on the adjusted CPS sample, Table 1 presents  trends in  chi ld  

support  and AFDC recipiency from 1978 t o  1983.11 For the chi ld  support 

t rends,  there a r e  three populations of in te res t :  the t o t a l  population, 

the  population due chi ld  support, and the population receiving child sup- 

por t .  As the f igures  indicate ,  f o r  the t o t a l  population there i s  v i r -  

t u a l l y  no change i n  award and recipiency ra tes  over the six-year 

period.12 However, f o r  the population due chi ld  support,  there is a 

not iceable  increase i n  both the recipiency r a t e  and the col lec t ion 

r a t e . l 3  However, among those due ch i ld  support,  award amounts were con- 

s iderably  lower i n  r e a l  terms in  1981 compared to  1978, and a l s o  declined 



T a b l e  1 

Trends  i n  C h i l d  S u p p o r t  and AFDC f o r  A l l  F a m i l i e s  
w i t h  a n  Absent P a r e n t ,  1978-1983a 

C h i l d  S u p p o r t  

O v e r a l l  P o t e n t i a l  P o p u l a t i o n  
Award R a t e  
R e c i p i e n c y  R a t e  
Sample S i z e  

P o p u l a t i o n  Due Chi ld  S u p p o r t  
R e c i p i e n c y  R a t e  
C o l l e c t i o n  R a t e  
Mean Award 
Mean Payment 
Sample S i z e  

P o p u l a t i o n  R e c e i v i n g  C h i l d  S u p p o r t  
C o l l e c t i o n  Ra t e  
P r o p o r t i o n  R e p o r t i n g  I r r e g u l a r  Payments 
Mean Payment 
Sample S i z e  

AFDC 

O v e r a l l  P o t e n t i a l  P o p u l a t i o n  
P a r t i c i p a t i o n  R a t e  

From March CPS 
From A p r i l  CPS 
Sample S i z e  

S e l e c t e d  s t a  t e s b  
r a r r i c i p a r i o n  R a t e  

From March CPS .33 .31 
From A p r i l  CPS --- .27 

Mean E f f e c t i v e  Tax R a t e  on Earn ings  .29C .25 
Mean E f f e c t i v e  Tax R a t e  on Nonwage Income .85C .73 
Mean G u a r a n t e e  L e v e l  $5,625C $4,487 
Sample S i z e  869 1,010 

aBased on d a t a  from ~ a r c h / A p r i l  CPS match f i l e s .  A l l  amounts a r e  i n  1983 
d o l l a r s .  
b ~ o r  10 s t a t e s  hav ing  d a t a  f o r  a l l  t h r e e  y e a r s .  See  t e x t  n o t e  15 f o r  l i s t  of 
s t a t e s .  
cTax r a t e s  and g u a r a n t e e  l e v e l s  a r e  f o r  1979. 
d ~ a x  r a t e s  and g u a r a n t e e  l e v e l s  a r e  f o r  1982. 
eTax r a t e  is  a f t e r  4  months on program w i t h  e a r n i n g s .  



somewhat between 1981 and 1983. The decl ine i n  r e a l  award amounts from 

1978 t o  1981 was due e n t i r e l y  to  a  high r a t e  of i n f l a t i o n  (nominal awards 

increased  over  the period) .  For those receiving c h i l d  support ,  payment 

amounts exhib i ted  much the same pa t te rn .  Addit ional ly,  there is a  s l i g h t  

i nc rease  i n  the  propor t ion  of f ami l i e s  repor t ing  i r r e g u l a r  payments be- 

tween 1981 and 1983. I n  genera l ,  the f igu res  ind ica t e  a  s i g n i f i c a n t  

d e t e r i o r a t i o n  i n  the r e a l  c h i l d  support  s i t u a t i o n  of American f ami l i e s  

over  t h i s  period,  caused primari ly by a  high r a t e  of i n f l a t i o n  and a lack 

of adjustment  i n  nominal ch i ld  support  awards i n  response t o  t h i s  i n f l a -  

t i on .  

The CPS match f i l e s  have two sources of information concerning AFDC 

p a r t i c i p a t i o n .  I n  the  income sec t ion  of the March ques t ionnai re ,  fami- 

l i e s  a r e  asked i f  they received any AFDC income. I n  the 1982 and 1984 

Apr i l  c h i l d  support  supplements, the respondents a r e  asked the same 

quest ion.  Trends i n  both of these f i g u r e s  a r e  reported i n  Table 1. A s  

can be seen, the supplement r evea l s  somewhat fewer AFDC r e c i p i e n t s ,  bu t  

both  surveys i n d i c a t e  a  dec l in ing  p a r t i c i p a t i o n  r a t e  over time. 

I n  the empir ica l  a n a l y s i s  of the next  s ec t ion ,  i n  order  to  i d e n t i f y  

economic causes of the  AFDC t rends ,  es t imates  of AFDC program parameters 

a r e  required.  Three parameters a r e  relevant:  the e f f e c t i v e  benef i t -  

reduct ion r a t e  on earnings,  the e f f e c t i v e  benef i t-reduct ion r a t e  on non- 

wage income, and the e f f e c t i v e  r e a l  guarantee level.14 To my knowledge, 

t h e  only published study t h a t  has es t imates  of these  program parameters 

f o r  years  c l o s e  t o  those analyzed i n  t h i s  paper i s  Fraker,  Mof f i t t ,  and 

Wolf (1985). However, complete data  f o r  a l l  th ree  years  a r e  a v a i l a b l e  

f o r  only ten s t a t e s .15  Table 1 p resen t s  trends i n  the three  program 

parameters f o r  these  ten s ta tes .16  Between 1978 and 1981, there was a  20 



percen t  dec l ine  i n  the r e a l  guarantee leve l .  This  was off s e t  somewhat by 

t h e  f a l l  i n  both the earnings and nonwage benefi t -reduct ion r a t e s .  A s  

l a t e r  a n a l y s i s  w i l l  i nd ica t e ,  these changes i n  AFDC program parameters 

con t r ibu ted  to the two-percentage-point dec l ine  i n  the AFDC p a r t i c i p a t i o n  

r a t e  during t h i s  period.  Between 1981 and 1983, there  was a  decided 

decrease  i n  generos i ty  of the program, r e f l e c t i n g  the provis ions  of OBRA. 

The e f f e c t i v e  benef i t - r educ t ion  r a t e  on earnings almost doubled  robab ably 

because of the e l iminat ion  of the " t h i r t y  and one-third" rule--which per- 

m i  t t e d  r e c i p i e n t s  t o  keep the f i r s  t $30 and one- t h i r d  of remaining ear -  

n ings  without  program tax- -af te r  fou r  months of earnings and the 

s tandardiza t i on  of work-rela ted expenses) , the e f f e c t i v e  benef i t -  

r educ t ion  r a t e  on nonwage income rose by a  t h i r d ,  t o  100 percent ,  and the 

e f f e c t i v e  r e a l  guarantee l e v e l  f e l l  by almost $100. Despi te  such a  

s i z a b l e  decrease i n  the generos i ty  of the program, the p a r t i c i p a t i o n  r a t e  

f e l l  by only two percentage poin ts ,  equal ing the dec l ine  t h a t  occurred 

from 1978 t o  1981. 

The f i g u r e s  i n  Table 1 inc lude  cu r ren t ly  married o r  remarried women. 

Because the ch i ld ren  of remarried women usual ly  have f i n a n c i a l  support  

from the s t e p f a t h e r ,  very few of these ch i ld ren  a r e  i n  poverty and only 4 

pe rcen t  receive AFDC ( o r  AFDC-UP). Hence, one could argue t h a t  the r e l e -  

v a n t  c h i l d  support  populat ion f o r  pol icy purposes l imi ted  to  ch i ld ren  i n  

s ing le -pa ren t  f ami l i e s .  Table 2 presents  t rends i n  c h i l d  support  and 

AFDC f o r  the CPS subsample t h a t  excludes remarried women (roughly 28 per- 

c e n t  of the t o t a l  sample). As t h i s  t ab le  ind ica t e s ,  the trends f o r  

s ingle-parent  f a m i l i e s  a r e  very s i m i l a r  to  the trends f o r  a l l  f ami l i e s .  

I n  genera l ,  women i n  s ingle-parent  f ami l i e s  have s l i g h t l y  lower award and 

rec ip iency  r a t e s  and s l i g h t l y  higher award and recipiency amounts than 



T a b l e  2  

Trends  i n  Chi ld  Suppor t  and AFDC Among 
S i n g l e - P a r e n t  Fami l i es ,  1978-1983a 

Chi ld  Suppor t  

O v e r a l l  P o p u l a t i o n  
Award R a t e  
Rec ip iency  Ra te  
Sample S i z e  

P o p u l a t i o n  Due Chi ld  Suppor t  
Recipiency R a t e  
C o l l e c t i o n  R a t e  
Mean Award 
Mean Payment 
Sample S i z e  

P o p u l a t i o n  Rece iv ing  Chi ld  Suppor t  
Co 1 l e c  t i o n  R a t e  .85 .85 
P r o p o r t i o n  R e p o r t i n g  I r r e g u l a r  Payments .24 .24 
Mean Payment $2,910 $2,358 
Sample S i z e  755 932 

Overa 11 P o p u l a t i o n  
P a r t i c i p a t i o n  R a t e  

From March CPS 
From A p r i l  CPS 
Sample S i z e  

S e l e c t e d  s t a  t e s b  
P a r t i c i p a t i o n  R a t e  

From March CPS .42 .39 .37 
From A p r i l  CPS --- .35 .33 

Mean E f f e c t i v e  Tax R a t e  on Earn ings  .29C .26 .45d,e 
Mean E f f e c t i v e  Tax R a t e  on Nonwage Income .86c .73 1.00d 
Mean Guaran tee  Leve 1 $ 5 , 6 5 6 ~  $4,537 $4,427d 
Sample S i z e  628 750 744 

a ~ a s e d  on d a t a  from MarchiApri l  CPS match f i l e s .  A l l  amounts a r e  i n  1983 
d o l l a r s .  
b ~ o r  10 s t a t e s  having d a t a  f o r  a l l  t h r e e  years .  See t e x t  n o t e  15 f o r  l i s t  of 
s t a t e s .  
CTax r a t e s  and g u a r a n t e e  l e v e l s  a r e  f o r  1979. 
d ~ a x  r a t e s  and g u a r a n t e e  l e v e l s  a r e  f o r  1982. 
eTax r a t e  i s  a f  t e r  4  months on program w i t h  ea rn ings .  



t h e  popu l a t i on  t h a t  i nc ludes  remarr ied women. Hence, remar r ied  women a r e  

s l i g h t l y  more l i k e l y  t o  r e ce ive  c h i l d  suppo r t  than s i n g l e  women, b u t  the  

amount they r e c e i v e  is ,  on average,  l e s s .  

The in format ion  i n  Tab l e s  1 and  2 s u g g e s t  t h a t  much of t he  d e c l i n e  i n  

t h e  AFDC p a r t i c i p a t i o n  r a t e  between 1978 and 1981 i s  probably due t o  eco- 

nomic f a c t o r s ,  because r e a l  AFDC gua ran t ee  l e v e l s  f e  11 du r ing  t h i s  

pe r iod .  However, d e c l i n i n g  AFDC b e n e f i t  r educ t i on  r a t e s  and f a l l i n g  r e a l  

c h i l d  suppo r t  payments probably o f f  s e t  t o  some degree t he  e f f e c t  of the 

f a l l i n g  guaran tee  l e v e l .  During t h e  1981-83 p e r i o d ,  economic f a c t o r s  

a l s o  probably played a n  impor tan t  r o l e .  Because of OBRA, AFDC program 

g e n e r o s i t y  decreased s u b s t a n t i a l l y ,  and i t  is  l i k e l y  t h a t  a  good po r t i on  

o f  t he  d e c l i n e  i n  t he  p a r t i c i p a t i o n  r a t e  over  t h i s  pe r i od  is  a t t r i b u t a b l e  

t o  OBRA. Chi ld  suppo r t  c o l l e c t i o n s  i nc r ea sed  on ly  s l i g h t l y ;  hence they 

probably d id  n o t  p lay  a  major r o l e  i n  t h e  observed d e c l i n e  i n  the  AFDC 

p a r t i c i p a t i o n  r a t e  over  t h e  per iod.  

I n  the  nex t  s e c t i o n ,  a more formal  a n a l y s i s  of t h e  d e c l i n e  i n  the  

AFDC p a r t i c i p a t i o n  r a t e  is  presented.  An AFDC p a r t i c i p a t i o n  model i s  

developed t h a t  s o r t s  o u t  the  economic and demographic causes  of AFDC par- 

t i c i p a t i o n .  The model i d e n t i f i e s  t he  p o r t i o n  of t h e  economic causes  t h a t  

i s  a t t r i b u t a b l e  t o  changes i n  t h e  AFDC break-even l e v e l  a s  w e l l  as t he  

p o r t i o n  due t o  ad jus tments  i n  l abo r  supply r e s u l t i n g  from the  break-even 

l e v e l  changes. Es t ima t i ng  t h e  model over  time a l s o  enab les  iden- 

t i £  i c a t i o n  of unobserved f a c t o r s  i n £  luenc ing  p a r t i c i p a t i o n .  



A MODEL EXPLAINING TRENDS I N  THE AFDC PARTICIPATION RATE 

S p e c i f i c a t i o n  

To e x p l a i n  t r ends  i n  t he  AFDC p a r t i c i p a t i o n  r a t e  over  t ime, a  model 

i s  s p e c i f i e d  based on t h e  p r i n c i p l e  of u t i l i t y  maximization.  Th i s  model 

ha s  been used e l sewhere  (Robins, 1986) and i s  only b r i e f l y  d i s cus sed  

h e r e .  A fami ly  is  assumed t o  p a r t i c i p a t e  i n  AFDC i f  p a r t i c i p a t i o n  

i n c r e a s e s  i t s  u t i l i t y .  Consider  a  fami ly  t h a t  is hypothesized t o  maxi- 

mize a  monotonic, s t r i c t l y  quasi-concave u t i l i t y  f u n c t i o n  U(H ,Y ), where 
T  T  

H i s  hours  of work, Y i s  expendi tu res  on market goods, and T  i s  time. I t  

i s  assumed t h a t  U <0, U < O ,  U > O ,  U >0 ,  and UHy<O ( f o r  s i m p l i c i t y ,  T  H H H  Y YY 

s u b s c r i p t s  a r e  ignored  i n  t h e  remainder of t h i s  d i s c u s s i o n ,  b u t  time is 

accounted  f o r  i n  t h e  emp i r i c a l  a n a l y s i s ) .  The budget c o n s t r a i n t  f o r  the  

f ami ly  i s  Y=WH+N+PB, where W is t he  (be fo r e - t ax )  wage r a t e ,  N i s  (before -  

t a x )  nonwage income o t h e r  than AFDC, P  i s  a  b ina ry  ( 0 , l )  v a r i a b l e  i n d i -  

c a t i n g  whether  o r  n o t  t h e  family  r ece ive s  AFDC b e n e f i t s ,  and B is t he  

l e v e l  of AFDC b e n e f i t s .  The AFDC b e n e f i t  formula ( fo l l owing  Fraker ,  

M o f f i t t ,  and Wolf, 1985) i s  g iven  by B=G-rN-tWH, where G i s  the  e f f e c t i v e  

gua ran t ee  l e v e l  ( b e n e f i t  when a l l  o t h e r  sources  of income a r e  z e r o ) ,  r i s  

t h e  e f f e c t i v e  ( o r  i m p l i c i t )  t a x  r a t e  on nonwage income, and t is t h e  

e f f e c t i v e  t a x  r a t e  on earnings .17 Using t he  AFDC b e n e f i t  formula,  the  

budge t  c o n s t r a i n t  can be r e w r i t t e n  a s  y=WH(l- tP)+N( l -~P)+PG.  

Maximization of t h e  u t i l i t y  f u n c t i o n  s u b j e c t  t o  t he  budget c o n s t r a i n t  

y i e l d s  a  set of behav io r a l  equa t i ons  determining Y ,  H,  and t he  marginal  

u t i l i t y  of income a s  f u n c t i o n s  of W ,  P, r, t ,  N, and G. S u b s t i t u t i n g  

t h e s e  s o l u t i o n  equa t i ons  i n t o  the  d i r e c t  u t i l i t y  f u n c t i o n  y i e l d s  t he  

i n d i r e c t  u t i l i t y  f u n c t i o n  V=V(w,n), where w is  t h e  n e t  (of t axes )  wage 



r a t e  and n i s  ne t  nonwage income. For non-AFDC p a r t i c i p a n t s  ( ignor ing  

p o s i t i v e  taxes) ,  w=W and n=N, while for  AFDC p a r t i c i p a n t s ,  w=W(l- t )  and 

n=G+( 1-r)N. 

The i n d i r e c t  u t i l i t y  funct ion is used to i d e n t i f y  the causes of 

changes i n  the AFDC p a r t i c i p a t i o n  r a t e  over time. It  is assumed tha t  a 

family p a r t i c i p a t e s  in  AFDC i f  u t i l i t y  is higher under AFDC; tha t  i s ,  i f  

AV=V(W(l-t),G+(l-r)~) - V(W,N) >O. Taking a second-order Taylor s e r i e s  

expansion of A V  around the non-AFDC equilibrium pos i t ion  y i e l d s  the 

fol lowing p a r t i c i p a t i o n  equation: 

( 1 )  A V  = VnAn + VwAw + l / 2 v n n ~ n 2  + 1/2v&w2 + VnwAnAw + remainder, 

where A w = - W t  is the change i n  the n e t  wage r a t e  over time and An<-rN is  

the change in  n e t  nonwage income over time. Assuming an upward-sloping 

labor  supply funct ion,  the t h e o r e t i c a l  model suggests t h a t  Vn>O,  V w > O ,  

Vnn>O,  Vww>O, and Vnw<O. 

I t  can be shown (see  Robins, 1986) tha t  the f i r s t  two terms on the 

right-hand s ide  of equation (1)  i den t i fy  changes in the AFDC par- 

t i c i p a  t i o n  r a t e  over time t h a t  a r e  due to changes i n  the break-even l e v e l  

of the program, in  the absence of any labor supply responses to the 

break-even l e v e l  changes. These may be termed mechanical causes of par- 

t i c i p a t i o n  (see Ashenfel ter ,  1983). The l a t t e r  three terms iden t i fy  

changes in  AFDC p a r t i c i p a t i o n  t h a t  a r e  due to reduct ions in  labor  supply 

t h a t  make an otherwise i n e l i g i b l e  family e l i g i b l e  f o r  bene f i t s .  These 

may be termed behavioral  causes. OBRA had a s u b s t a n t i a l  e f f e c t  on both w 

and n, a s  well  a s  on the AFDC break-even leve l ,  so both of these sources 

of program p a r t i c i p a t i o n  (mechanical and behaviora 1 )  a r e  l i k e l y  to be 

l a rge  empir ica l ly ,  even though t h e i r  n e t  e f f e c t  may be small. l8 1t can 



a l s o  be shown t h a t  increases  i n  c h i l d  support w i l l  unambiguously decrease 

the  p robab i l i t y  of p a r t i c i p a t i n g  i n  AFDC . 
Equation (1 )  forms the bas i s  of the empir ical  model to be estimated. 

Assuming the remainder term i n  (1)  i s  a  randomly d i s t r i b u t e d  normal 

v a r i a b l e  with mean zero  and var iance  one y i e lds  a  p r o b i t  model of AFDC 

program p a r t i c i p a t i o n .  The model i s  expanded to  allow demographic 

v a r i a b l e s  and time to  a f f e c t  p a r t i c i p a t i o n .  The s p e c i f i c  demographic 

v a r i a b l e s  included a r e  described i n  Table 3. l9 The e f f e c t s  of time a r e  

captured by a  dummy v a r i a b l e  f o r  each year  i n  the sample (1978, 1981, 

1983) .20 

Estimation of the  model r equ i re s  es t imates  of w and n, which i n  turn  

r equ i re s  es t imates  of W ,  N,  G ,  r ,  and t. Estimates of W and N a r e  taken 

from the CPS. Because wage r a t e s  a r e  n o t  observed f o r  nonworking women, 

a  predic ted  wage is used based on a  wage equation.21 N i s  taken d i r e c t l y  

from the CPS and inc ludes  c h i l d  support  a s  well  a s  o the r  nonwage income. 

G ,  r, and t a r e  taken from Fraker ,  M o f f i t t ,  and Wolf (1985) .22 Because 

es t imates  of G ,  r, and t a r e  n o t  a v a i l a b l e  over time f o r  every s t a t e ,  

only s t a t e s  which have values f o r  the three  va r i ab le s  i n  a  p a r t i c u l a r  

y e a r  a r e  included. This  y i e l d s  an es t imat ion  sample having a  d i f f e r e n t  

s e t  of s t a t e s  i n  each year. For the  sample t h a t  includes remarried 

women, the es t imat ion  sample s i z e  i s  6,503 (out  of a  poss ib le  10,541 

women) .23 For the sample t h a t  excludes remarried women, the es t imat ion  

sample s i z e  is 4,692 ( o u t  of a  poss ib l e  7,549 women). Means of a l l  the 

explanatory va r i ab le s  i n  the model a r e  given i n  Tables 3 and 4. 

A s  ind ica ted  e a r l i e r ,  there  a r e  two sources of es t imates  of AFDC par- 

t i c i p a t i o n  i n  the  CPS match f i l e s .  One is  from the income s e c t i o n  of the 



Table 3 

Est imates  of AFDC P a r t i c i p a t i o n  Model: 
A l l  Families with an Absent Parent  

Var iab le  
S tanda rd 

Mean Coef f i c i en t  Er ror  

Demographic 
1 = Northeast  
1 = Northcentral  
1 = West 
1 = Black 
1 = Hispanic 
Years of Schooling 
1 = Divorced 
1 = Separated 
1 = Married or  Remarried 
1 = Father  Present  P a r t  of 
Number of Children 
Age 

Economic: ~ e c h a n i c a l ~  

Economic: ~ e h a v i o r a l ~  

Time 
1 = 1978 
1 = 1981 
1 = 1983 

Sample S t a t i s t i c s  
Log Likelihood 
Sample S ize  

19 78 
1981 
1983 

.I98 

.273 

.I94 

.274 

.079 
11.746 

.338 

.I59 

.278 
Year .115 

1.760 
32.632 

***Signif icant  a t  1% level .  
a ~ e f e r s  to program r u l e  changes; see t e x t  f o r  f u l l  explanation. 
b ~ e f e r s  to change i n  work e f f o r t  a s  a r e s u l t  of r u l e  changes; see text .  



Table 4 

Est imates of AFDC Par t i c ipa t ion  Model: 
S ingle-Parent  Families 

Variable 
S tandard 

Mean Coef f i c i en t  Error  

Demographic 
1 = Northeast 
1 = Northcentral  
1 = West 
1 = Black 
1 = Hispanic 
Years of Schooling 
1 = Divorced 
1 = Separated 
1 = Father  Present  P a r t  of Year 
Number of Children 

Economic: ~ e c h a n i c a l ~  

Economic: ~ e h a v i o r a  lb 

Time 
1 = 1978 

Sample S t a t i s t i c s  
Log Likelihood 
Sample Size  

1978 
1981 
1983 

***Significant a t  1% level .  
a ~ e f e r s  to program ru le  changes; see t e x t  fo r  f u l l  explanation. 
b ~ e f e r s  to change i n  work e f f o r t  a s  a  r e s u l t  of ru le  changes; see tex t .  



March survey and the o ther  i s  from the Apr i l  supplement. Because the 

A p r i l  supplement measure of AFDC p a r t i c i p a t i o n  ' i s  no t  a v a i l a b l e  f o r  1978, 

t h e  March d e f i n i t i o n  i s  used i n  the empir ical  ana lys is .  Using the same 

measure of p a r t i c i p a t i o n  ac ross  time w i l l  enable i d e n t i f i c a t i o n  of unob- 

served causes of changes i n  p a r t i c i p a t i o n  over t i~ ie .24  

Resu l t s  

The r e s u l t s  of es t imat ing  the model a r e  presented i n  Tables  3 f o r  a l l  

f a m i l i e s  wi th  an absent  parent  and i n  Table 4  f o r  s ingle-parent  f ami l i e s  

only.  The r e s u l t s  a r e  very s i m i l a r  f o r  the two groups, so only the 

r e s u l t s  f o r  the e n t i r e  sample, Table 3,  w i l l  be discussed. 

With r e spec t  t o  the demographic va r i ab le s ,  the  r e s u l t s  a r e  cons i s t en t  

w i t h  e a r l i e r  s t u d i e s  i n  i n d i c a t i n g  t h a t  p a r t i c i p a t i o n  decreases with age 

and educat ion of the mother and i s  higher f o r  blacks r e l a t i v e  to  Hispa- 

n i c s  and whites.  Remarried women a r e  the l e a s t  l i k e l y  t o  p a r t i c i p a t e  i n  

AFDC, followed by divorced women. Separated women and never-married women 

( t h e  omitted category i n  Tables  3 and 4 )  a r e  equal ly l i k e l y  t o  par- 

t i c i p a t e  i n  AFDC. P a r t i c i p a t i o n  increases  wi th  the number of ch i ld ren  

and i s  h ighes t  i n  the  Northeast  and lowest i n  the South. P a r t i c i p a t i o n  

i s  a l s o  lower i n  f ami l i e s  where the f a t h e r  was present  i n  the household 

f o r  p a r t  of the year.  

A l l  of the economic v a r i a b l e s  (mechanical and behavioral)  a r e  of the 

expected s ign  and two a r e  s t a t i s t i c a l l y  s i g n i f i c a n t  a t  the one percent  

l e v e l  o r  lower. The r e s u l t s  i n d i c a t e  t h a t  both mechanical and behavioral  

e f f e c t s  a r e  important determinants of par t ic ipa t ion .25  None of the time 

dummies a r e  s i g n i f i c a n t l y  d i f f e r e n t  from one another.  The time dummies 



i n d i c a t e  a  s l i g h t  upward d r i f t  i n  p a r t i c i p a t i o n  from 1978 t o  1981 and a 

s l i g h t  downward d r i f t  i n  p a r t i c i p a t i o n  from 1981 t o  1983, due to  

unexplained f a c t o r s .  The upward d r i f t  from 1978 t o  1981 may be 

r e f l e c t i n g  the increas ing  unemployment r a t e  while  from 1981 t o  1983 the  

downward d r i f t  may be r e f l e c t i n g  e f f o r t s  t o  reduce fraud o r  the 

t i gh ten ing  of e l i g i b i l i t y  s tandards a s  a  r e s u l t  of OBRA t h a t  a r e  n o t  cap- 

tured  by the included var iab les .  

What do these  r e s u l t s  imply concerning the causes of changes i n  the 

AFDC p a r t i c i p a t i o n  r a t e  over time? To i n v e s t i g a t e  t h i s  i s sue ,  the model 

i s  used to  p r e d i c t  responses t o  a c t u a l  changes i n  demographic and econo- 

mic va r i ab le s .  The p red ic t ions  a r e  generated i n  the following way. 

F i r s t ,  the a n a l y s i s  i s  r e s t r i c t e d  t o  the t e n  s t a t e s  t h a t  had values f o r  

a l l  the  economic v a r i a b l e s  i n  each year  ( s e e  no te  15 ) ,  t o  maintain a  

f i x e d  geographic sample over time. These ten s t a t e s  experienced a 

somewhat smal le r  reduct ion  i n  AFDC p a r t i c i p a t i o n  over the  period than the 

e n t i r e  sample, b u t  t h e i r  average p a r t i c i p a t i o n  r a t e  tended t o  be higher. 

Second, the est imated equat ion is used to  p r e d i c t  the p a r t i c i p a t i o n  r a t e  

i n  the base year  of the c a l c u l a t i o n s  using mean values of the va r i ab le s  

i n  the  base year. The cons tant  term i n  the model i s  adjus ted  t o  ensure 

t h a t  the predic ted  p a r t i c i p a t i o n  r a t e  i n  the base year  is  equal  t o  the 

observed p a r t i c i p a t i o n  rate .26 Third,  changes i n  the p a r t i c i p a t i o n  r a t e  

over time a r e  analyzed by varying, i n  turn, a c t u a l  values of the 

demographic, economic-mechanical, and economic-behavioral va r i ab le s  

(sample means i n  the  r e l e v a n t  periods a r e  used). The r e s i d u a l  d i f f e rence  

between the  predic ted  p a r t i c i p a t i o n  r a t e  i n  the f i n a l  year  and the 

observed p a r t i c i p a t i o n  r a t e  i n  the  f i n a l  year  can be a t t r i b u t e d  t o  

unexplained f a c t o r s  ( r e f l e c t i n g  excluded va r i ab le s )  .27 



This  exe rc i se  i s  performed f o r  the e n t i r e  1978-83 per iod ,  a s  well  a s  

f o r  t he  subperiods 1978-81 and 1981-83. Only s ingle-parent  f ami l i e s  a r e  

used i n  the ana lys i s .  The r e s u l t s  a r e  presented i n  Table 5. From 1978 

t o  1983, the  r e s u l t s  i n d i c a t e  t h a t  demographic and economic f a c t o r s  a r e  

r e spons ib le  f o r  the  e n t i r e  dec l ine  i n  the p a r t i c i p a t i o n  r a t e  and t h a t  

economic f a c t o r s  were the  most important.  I n  f a c t ,  demographic and eco- 

nomic f a c t o r s  more than expla in  the  decl ine.  Omitted v a r i a b l e s ,  probably 

r e f l e c t i n g  the  worsening economic condi t ions  from 1978 t o  1981, caused an  

inc rease  i n  the  p a r t i c i p a t i o n  r a t e  by about one percentage point.  

The n e t  con t r ibu t ion  of economic f a c t o r s  is  composed of two p a r t s ,  a  

mechanical e f f e c t  (caused by a  changing AFDC break-even l e v e l )  and a  

behaviora l  e f f e c t  (caused by a  labor  supply response).  Both e f f e c t s  a r e  

es t imated  to  be q u i t e  important indiv idual ly ,  bu t  they a r e  o f f s e t t i n g .  

During the  period,  the model p r e d i c t s  t h a t  there  was a  s i g n i f i c a n t  reduc- 

t i o n  i n  labor  supply t h a t  p a r t i a l l y  o f f s e t  the e f f e c t  of the reduced 

b  reak-even leve  1. The p red ic t ions  ind ica t e  t h a t  the reduced break-even 

l e v e l  would have decreased p a r t i c i p a t i o n  by seven percentage po in t s ,  bu t  

t he  reduced labor  supply would have r a i sed  i t  by three  percentage points .  

The sources of the dec l ine  i n  the p a r t i c i p a t i o n  r a t e  i n  the two sub- 

per iods  a r e  est imated t o  be q u i t e  d i f f e r e n t .  From 1978 t o  1981, both 

demographic and economic f a c t o r s  cont r ibuted  t o  the dec l ine  i n  the par- 

t i c i p a t i o n  r a t e ,  b u t  these were o f f  s e t  somewhat by unexplained f a c t o r s  

( probably the increased unemployment r a t e )  t h a t  increased the par- 

t i c i p a t i o n  r a t e .  I t  i s  i n t e r e s t i n g  t h a t  from 1978 t o  1981, the economic 

f a c t o r s  causing a  dec l ine  i n  p a r t i c i p a t i o n  were due e n t i r e l y  t o  a  labor  

supply inc rease  caused by the f a l l i n g  AFDC guarantee l e v e l  and the 



Table 5  

Sources of Changes i n  the AFDC P a r t i c i p a t i o n  Rate 
Among Single-Parent  Fami l i e s  i n  Ten S t a t e s ,  1978-1983a 

AFDC P a r t i c i p a t i o n  Rate i n  F i r s t  Year 

AFDC P a r t i c i p a t i o n  Rate i n  L a s t  Year 

Change i n  AFDC P a r t i c i p a t i o n  Rate 
over  Per iod  

P o r t i o n  of Change Due t o  

Demographic Fac to r s  

Economic Fac to r s  

Mechanica 1 
Behavi ora  1 

Unexplained Fac t o r s  

a ~ e e  n o t e  15 f o r  l i s t  of s t a t e s .  



f a l l i n g  AFDC benef i t-reduc t i o n  r a t e s .  Apparently t he se  changes r e s u l t e d  

i n  no s i g n i f i c a n t  break-even l e v e l  changes and hence genera ted  no mecha- 

n i c a l  e f f e c t s  on p a r t i c i p a t i o n .  

From 1981 t o  1983, economic f a c t o r s  e x p l a i n  t h e  e n t i r e  d e c l i n e  i n  t h e  

AFDC p a r t i c i p a t i o n  r a t e .  T h i s  seems reasonable  i n  l i g h t  of t h e  l a r g e  

changes  i n  e f f e c t i v e  t a x  r a t e s  r e s u l t i n g  from OBRA. Genera l ly  speaking,  

t h e  r e s u l t s  s u g g e s t  a cons ide r ab l e  l abo r  supply response  t o  OBRA t h a t  

tempered a subs  t a n t i a l  d e c l i n e  i n  t h e  program' s break-even leve1.28 

I t  i s  a l s o  p o s s i b l e  t o  use  t h e  model t o  determine t h e  e f f e c t s  of 

changes  i n  c h i l d  suppo r t  on AFDC p a r t i c i p a t i o n  rate t r ends  from 1978 t o  

1983. Fo r  t h e  t e n  s t a t e s  ana lyzed  ( r e s u l t s  n o t  shown on t a b l e ) ,  average  

r e a l  c h i l d  s u p p o r t  c o l l e c t i o n  amounts f e l l  by abou t  17 p e r c e n t ,  from 

$1,102 i n  1978 t o  $915 i n  1983. Decreased c h i l d  suppo r t  c o l l e c t i o n s  

g e n e r a t e  mechanical  and behav io r a l  e f f e c t s  t h a t  o p e r a t e  i n  t h e  same 

d i r e c t i o n  t o  i n c r e a s e  t he  AFDC p a r t i c i p a t i o n  ra te .29  

The r e s u l t s  imply t h a t  t h e  decreased c h i l d  suppo r t  c o l l e c t i o n s  tem- 

pered  t h e  AFDC p a r t i c i p a t i o n  r a t e  d e c l i n e  from 1978 t o  1983. The model 

i m p l i e s  t h a t  i n  t h e  absence of t h e  decreased c h i l d  suppo r t  c o l l e c t i o n s ,  

t h e  AFDC p a r t i c i p a t i o n  rate would have been one percen tage  p o i n t  lower 

t han  t h a t  a c t u a l l y  observed. Th i s  e f f e c t  i s  p r e d i c t e d  t o  have taken 

p l a c e  between 1978 and 1981, when average r e a l  c h i l d  suppo r t  c o l l e c t i o n s  

f e l l  by 2 3  p e r c e n t  (from $1,102 t o  $844). The s l i g h t  i n c r e a s e  i n  real 

c h i l d  suppo r t  c o l l e c t i o n s  from 1981 t o  1983 (from $844 t o  $915) had v i r -  

t u a l l y  no e f f e c t  on t h e  AFDC p a r t i c i p a t i o n  r a t e .  Hence, t h e  CPS d a t a  

s u g g e s t  t h a t  t h e  worsening r e a l  c h i l d  suppo r t  s i t u a t i o n  from 1978 t o  1983 

reduced somewhat t h e  r a t e  of d e c l i n e  of the  AFDC p a r t i c i p a t i o n  rate over  

t h i s  pe r iod .  



THE EFFECTIVENESS OF CHILD SUPPORT ENFORCEMENT POLICIES FROM 1981 TO 1983 

Although i n c r e a s e d  c h i l d  s u p p o r t  c o l l e c t i o n s  a r e  e s t i m a t e d  t o  have 

p layed  no r o l e  i n  e x p l a i n i n g  t h e  d e c l i n e  i n  t h e  AFDC p a r t i c i p a t i o n  r a t e  

from 1981  t o  1983,  i t  does  n o t  n e c e s s a r i l y  f o l l o w  t h a t  c h i l d  s u p p o r t  

en fo rcement  i s  a n  i n e f f e c t i v e  p o l i c y  too l .  I n  Robins (1986) ,  d a t a  

from t h e  1982 CPS match f i l e s  were used t o  a n a l y z e  t h e  impac t  of t h e  

C h i l d  S u p p o r t  Enforcement program on v a r i o u s  c h i l d  s u p p o r t  outcomes. I t  

was found t h a t  t h e  program had a s i g n i f i c a n t  e f f e c t  on c h i l d  s u p p o r t  

c o l l e c t i o n s  i n  1981. I n  t h i s  s e c t i o n ,  t h a t  a n a l y s i s  i s  updated t o  

i n c l u d e  e s t i m a t e s  of t h e  e f f e c t  of t h e  program i n  1983, u s i n g  t h e  1984 

CPS match f i l e .  

The 1984 CPS match f i l e  r e p e a t e d  a s e r i e s  of q u e s t i o n s  g iven  i n  t h e  

1982 f i l e  ( b u t  n o t  i n  t h e  1979 f i l e )  r e g a r d i n g  i n d i v i d u a l  u s e  of t h e  

C h i l d  S u p p o r t  Enforcement program. The q u e s t i o n s  i n  t h e  1982 s u r v e y  were 

a s k e d  of bo th  AFDC and non-AFDC fami lies. However, a p p a r e n t l y  because  

t h e  r e s p o n s e s  by AFDC f a m i l i e s  were viewed a s  u n r e l i a b l e ,  t h e  q u e s t i o n s  

were  o n l y  r e p e a t e d  f o r  non-AFDC f a m i l i e s  i n  t h e  1984 survey.30 Hence, 

i t  i s  on ly  p o s s i b l e  t o  u s e  t h e  CPS d a t a  t o  compare t h e  e f f e c t i v e n e s s  of  

t h e  program o v e r  t ime f o r  non-AFDC f a m i l i e s .  

To e s  tima t e  t h e  e f f e c t i v e n e s s  of t h e  Chi ld  S u p p o r t  Enforcement 

program i n  1981 and 1983, t h r e e  outcome v a r i a b l e s  a r e  analyzed:  t h e  

amount of c h i l d  s u p p o r t  r e c e i v e d ,  t h e  amount of c h i l d  s u p p o r t  due,  and 

t h e  c h i l d  s u p p o r t  c o l l e c t i o n  r a t e .  F o r  amounts r e c e i v e d  and amounts due,  

a s i n g l e - l i m i t  t o b i t  model i s  e s t i m a t e d  t o  t a k e  a c c o u n t  of t h e  f a c t  t h a t  

many f a m i l i e s  r e p o r t  z e r o  amounts f o r  t h e s e  v a r i a b l e s .  For  t h e  c o l l e c -  

t i o n  r a t e ,  a  two- l imi t  t o b i t  model is e s t i m a t e d  t o  t a k e  a c c o u n t  of t h e  

f a c t  t h a t  many f a m i l i e s  have v a l u e s  of z e r o  and one f o r  t h i s  v a r i a b l e . 3 1  



The models include a  vec tor  of exogenous explanatory va r i ab le s  p lus  a  

dummy v a r i a b l e  denoting whether the family reported rece iv ing  help from 

the  Of f i ce  of Child Support ~ n f o r c e m e n t . ~ ~  The sample includes both 

s ing le -pa ren t  f ami l i e s  and f ami l i e s  i n  which the mother has (re)married.  

Table 6 p re sen t s  sample means f o r  the  key va r i ab le s  i n  the ana lys i s .  

AFDC f ami l i e s  r e p o r t  g r e a t e r  use of the Child Support Enforcement program 

than non-AFDC famil ies .33 However, non-AFDC fami l i e s  have s i g n i f i c a n t l y  

h igher  award and c o l l e c t i o n  r a t e s .  Overal l ,  the f i g u r e s  ind ica t e  an 

improvement i n  the  c o l l e c t i o n  r a t e  from 1981 t o  1983 f o r  non-AFDC fami- 

l i e s ,  bu t  a  dec l ine  i n  the r e a l  amount due and col lec ted .  

The est imated e f f e c t s  of the program f o r  1981 and 1983 a r e  presented 

i n  Table 7 .  I n  add i t ion  t o  the tobi  t c o e f f i c i e n t s ,  average e f f e c t s  of 

the  program over the  e n t i r e  sample a r e  a l s o  presented.34 The r e s u l t s  

i n d i c a t e  t h a t  the  Child Support Enforcement program had a  s i g n i f i c a n t  

e f f e c t  on the amount of c h i l d  suppor t  received i n  1981 and 1983, but  no t  

on the  amount of c h i l d  suppor t  due. For those t h a t  received help from 

t h e  c h i l d  suppor t  agency, c o l l e c t i o n s  i n  1981 r o s e  by almost 120 percent  

f o r  AFDC fami l i e s  and by about 50 percent  f o r  non-AFDC fami l i e s  .35 

Although es t imates  over time a r e  only a v a i l a b l e  f o r  non-AFDC fami- 

l i e s ,  t he re  does n o t  appear t o  be any increase  i n  the e f f ec t iveness  of 

t he  program from 1981 t o  1983. I n  f a c t ,  i n  1983 the estimated e f f e c t s  

of the program a r e  uniformly lower than i n  1981 (both i n  absolu te  and 

percentage terms) f o r  a l l  th ree  outcome var iab les .  Hence, the o v e r a l l  

i nc rease  i n  the  c h i l d  support  c o l l e c t i o n  r a t e  f o r  non-AFDC fami l i e s  

reported i n  Table 6 does n o t  appear t o  be the r e s u l t  of the Child Support 

Enforcement program. 



T a b l e  6 

Sample Means f o r  A n a l y s i s  of t h e  E f f e c t s  of  t h e  
C h i l d  S u p p o r t  Enf orcement Program 

(Amounts i n  1983 d o l l a r s )  

AFDC: 1981 Non-AFDC: 1981 Non-AFDC: 1983 
( ~ = 8 9 1 )  (N=2,846) ( ~ ~ 2 , 8 4 8 )  

1 = Contac ted  C h i l d  
S u p p o r t  Agency 

1 = Received Help from 
C h i l d  S u p p o r t  Agency .22 

1 = Due C h i l d  S u p p o r t  .34 .56 .54 

Amount Duea $2,153 $2,741 $2,548 

1 = Received C h i l d  
S u p p o r t  

Amount ~ e c e i v e d b  $1,680 $2,390 $2,321 

C o l l e c t i o n  Ra tea  .46 .63 .65 

1 = C o l l e c t e d  
No t h i n g a  

1 = C o l l e c t e d  F u l l  
Amoun ta .35 .47 

a ~ m o n g  t h o s e  due c h i l d  s u p p o r t .  
b ~ m o n g  t h o s e  r e c e i v i n g  c h i l d  suppor t .  



Table  7 

Es t imated E f f e c t s  of Chi ld  Support  Enforcement Program 
(Asymptotic s t anda rd  e r r o r s  i n  pa r en the se s )  

AFDC: 1981 Non-AFDC: 1981 Non-AFDC: 1983 
i l d  Suppor t  T o b i t  Average T o b i t  Average T o b i t  Average 
Outcome C o e f f i c i e n t  E f f e c t  C o e f f i c i e n t  E f f e c t  C o e f f i c i e n t  E f f e c t  

Amount 1,561.4** 233.0 1,174.2*** 426.4 778.9* 288.8 
Receiveda (643.5) (427.5) (425.3) 

Amount of 784.2 209.9 275.3 131.1 -79.9 -39.3 
Obl iga  t i o n a  (704.0) (507.8) (386.9) 

Co 1 l e c  t i o n  3.65*** .21 1.21*** .20 .79*** .13 
~a t e b  (.a81 ( .24) (.26) 

* S i g n i f i c a n t  a t  10% l e v e l .  
* * S i g n i f i c a n t  a t  5% l e v e l .  

***Sign i f ican t  a t  1% l e v e l .  
a S i n g l e - l i m i t  t o b i  t e s t ima t e s .  
b ~ w o -  l i m i t  t o b i  t c o e f f i c i e n t s .  



SUMMARY AND CONCLUSIONS 

T h i s  s t u d y  has  used d a t a  from the  1979, 1982, and 1984 CPS match 

f i l e s  to a n a l y z e  t r e n d s  i n  AFDC and c h i l d  s u p p o r t  from 1978 t o  1983. 

During t h i s  pe r iod ,  the  AFDC p a r t i c i p a t i o n  r a t e  f e l l  and r e a l  c h i l d  sup- 

p o r t  c o l l e c t i o n s  a l s o  f e l l .  A n a l y s i s  of the  d a t a  r e v e a l s  t h a t  from 1978 

t o  1981 t h e  d e c l i n e  i n  the  AFDC p a r t i c i p a t i o n  r a t e  can be a t t r i b u t e d  to 

a n  e r o s i o n  i n  r e a l  AFDC g u a r a n t e e  l e v e l s  caused by high r a t e s  of i n f l a -  

t i o n  and t o  changes i n  demographic c o n d i t i o n s ,  whi le  from 1981 to 1983 

t h e  d e c l i n e  can be a t t r i b u t e d  e n t i r e l y  to the p r o v i s i o n  of OBRA t h a t  

r a i s e d  e f f e c t i v e  AFDC tax r a t e s .  The a n a l y s i s  a l s o  r e v e a l s  t h a t  a 

s i z a b l e  r e d u c t i o n  i n  Labor supply  occurred i n  r esponse  t o  OBRA, i n  

c o n t r a s t  t o  f i n d i n g s  from e a r l i e r  s t u d i e s  of the response  t o  OBRA. I n  

t h e  absence of the  l abor  supply  response ,  the r e s u l t s  s u g g e s t  t h a t  OBRA 

would have produced a much l a r g e r  d e c l i n e  i n  the AFDC p a r t i c i p a t i o n  r a t e  

than  a c t u a l l y  occur red .  

The a n a l y s i s  a l s o  i n d i c a t e s  t h a t  the decreased c h i l d  s u p p o r t  c o l l e c -  

t i o n s  over  the  1978-83 p e r i o d  were the  r e s u l t  of an  e r o s i o n  of r e a l  c h i l d  

s u p p o r t  award amounts and cushioned somewhat the downward t r e n d  i n  the  

AFDC p a r t i c i p a t i o n  r a t e .  From 1978 t o  1981, r e a l  c h i l d  s u p p o r t  c o l l e c -  

t i o n s  f e l l  by 17 p e r c e n t ,  g e n e r a t i n g  an i n c r e a s e  i n  the  AFDC par-  

t i c i p a t i o n  r a t e  of abou t  one pe rcen tage  point .  From 1981 t o  1983,  c h i l d  

s u p p o r t  c o l l e c t i o n s  inc reased  s l i g h t l y  b u t  had no p e r c e i v a b l e  e f f e c t  on 

t h e  AFDC p a r t i c i p a t i o n  r a t e .  Furthermore,  t h e r e  a p p e a r s  t o  have been a 

d e c r e a s e  i n  the  e f f e c t i v e n e s s  of the Chi ld  Suppor t  Enforcement program 

from 1981 to 1983. However, i t  should be po in ted  o u t  t h a t  the 



e f f e c t i v e n e s s  of the program and i t s  i n f l u e n c e  on the  AFDC p a r t i c i p a t i o n  

r a t e  may i n c r e a s e  s i g n i f i c a n t l y  i n  t h e  f u t u r e ,  when the 1984 Chi ld  

S u p p o r t  Amendments, a u t h o r i z i n g  mandatory wi thho ld ing  of wages from 

p a r e n t s  who a r e  d e l i n q u e n t  i n  paying c h i l d  suppor t ,  become f u l l y  imple- 

mented nat ionwide.  I t  w i l l  be of g r e a t  i n t e r e s t  to  update  the  a n a l y s i s  

i n  t h i s  paper  when l a t e r  CPS data a r e  a v a i l a b l e .  



Appendix 

Wage Equation Est imates  - CPS 
(S tandard E r ro r s  i n  pa r en the se s )  

Va r i ab l e  

- - 

P r o b i t  on Whether a 
Wage Is Observed Log Wage Equat ion 

1 = Family Head 
1 = Nor theas t  
1 = Nor thcen t r a l  
1 = West 
1 = SMSA 
1 = Centra 1 C i t y  
1 = Large SMSA 
1 = Black 
1 = Spanish 
Educat ion 
Exper ience ( ~ ~ e - E d u c a  t ion-5)  
(Exper ience)  2 
1 = High School Diploma 
1 = Homeowner 
Nonwage Income ($000) 
1 = Divorced 
1 = Separa ted  
1 = Married 
1 = Widow 
1 = 1978 
1 = 1981 
1 = 1983 

LAMBDA 

Log Likel ihood 

**S ign i f i c an t  a t  5% level .  
***Signif icant  a t  1% leve l .  



Notes 

l1t i s  important  a t  the o u t s e t  to  d i f f e r e n t i a t e  var ious  d e f i n i t i o n s  

of  the AFDC p a r t i c i p a t i o n  r a t e  used i n  the  l i t e r a t u r e .  Ruggles and 

Michel (1987), f o r  example, de f ine  the AFDC p a r t i c i p a t i o n  r a t e  a s  the 

propor t ion  of a l l  e l i g i b l e  f a m i l i e s  t h a t  p a r t i c i p a t e  i n  the  program, 

where e l i g i b l e  f a m i l i e s  inc lude  those t h a t  a r e  both c a t e g o r i c a l l y  e l i -  

g i b l e  (meeting requirements  concerning ch i ld ren ,  a s s e t s ,  and unearned 

income) and earn ings  e l i g i b l e .  Other au tho r s  (such a s  Fraker  and 

Mof f  i t t ,  1985) d e f i n e  t he  p a r t i c i p a t i o n  r a t e  a s  the propor t ion  of ca te -  

g o r i c a l l y  e l i g i b l e  f a m i l i e s  t h a t  p a r t i c i p a t e  i n  the program. The def i n i -  

t i o n  of the  p a r t i c i p a t i o n  r a t e  used i n  t h i s  paper i s  the p ropor t i on  

p a r t i c i p a t i n g  among - a l l  f a m i l i e s  i n  which the mother i s  a t  l e a s t  18 y e a r s  

o f  age, c h i l d r e n  under t he  age of 20 a r e  presen t  i n  the household, and 

t h e  f a t h e r  i s  absen t  from the household. Although c u r r e n t  AFDC r u l e s  

deny e l i g i b i l i t y  t o  c h i l d r e n  over age 19, c h i l d r e n  up t o  age 21 were e l i -  

g i b l e  p r i o r  t o  1981. A more p r e c i s e  d i scuss ion  of the sample used i s  

g iven  below. 

2 ~ h e  d a t a  used t o  de r ive  these  f i g u r e s  a r e  from the March/April CPS 

match f i l e s  c r e a t e d  by the Census Bureau f o r  use i n  t rack ing  c h i l d  sup- 

p o r t  t rends.  The CPS match f i l e s  a r e  the  bas i c  da t a  s e t  used i n  t h i s  

paper. I use repor ted  AFDC i n  the  CPS ( a v a i l a b l e  i n  two d i f f e r e n t  p laces  

i n  t he  match f i l e s )  t o  measure p a r t i c i p a t i o n .  Although the  CPS is  known 

t o  under repor t  AFDC p a r t i c i p a t i o n ,  i f  the  f a c t o r s  determining underre- 

po r t i ng  don' t change over time, the repor ted  t rends  i n  the CPS should 

a c c u r a t e l y  r e f l e c t  r e a l  t rends.  I n  a  recent  paper examining AFDC t rends  

over  a longer  per iod  of time and using the  AFDC C h a r a c t e r i s t i c s  Survey 



r a t h e r  than t h e  CPS t o  measure t h e  s i z e  of the  p a r t i c i p a t i n g  popula t ion  

( t h e  CPS is used t o  measure t h e  s i z e  of the  t o t a l  popula t ion ,  however), 

M o f f i t t  (1986) e s t i m a t e s  a somewhat l a r g e r  d e c l i n e  i n  t he  p a r t i c i p a t i o n  

r a t e  ( a s  i t  i s  def ined  he r e )  over  the  1978-83 per iod .  H i s  d a t a  i n d i c a t e  

a b o u t  a 25 p e r c e n t  drop i n  t h e  p a r t i c i p a t i o n  r a t e  among a l l  female-headed 

f a m i l i e s  between 1979 and 1982, from 47.7 p e r c e n t  t o  35.1 percen t .  

However, a n  e r r o r  i n  e s t i m a t i n g  t h e  s i z e  of the  female-headed popula t ion  

i n  t h e  CPS p r i o r  t o  1981, documented by Ruggles and Michel (1987),  would 

appea r  t o  a f f e c t  t h e  denominator of Mof f  i tt' s e a r l i e r  c a l c u l a t i o n s  and 

probably makes h i s  e s t i m a t e  of t he  d e c l i n e  i n  t h e  p a r t i c i p a t i o n  r a t e  over  

t h e  1979-82 p e r i o d  t oo  l a rge .  Co r r ec t i ng  f o r  t h e  CPS coding e r r o r ,  

Ruggles and Michel (1987) f i n d  no d e c l i n e  i n  t h e  p a r t i c i p a t i o n  r a t e  among 

e l i g i b l e s  over  t h i s  pe r iod .  The CPS coding e r r o r  should have no bear ing  

on  t h e  es t imated  p a r t i c i p a t i o n  r a t e  used i n  t h i s  paper  because t h e  base  

popu l a t i on  i s  a l l  women 18 y e a r s  of age  and o l d e r  having c h i l d r e n  whose 

f a t h e r  i s  a b s e n t  from t h e  household.  Hence, a l though  r e c e n t  evidence 

s u g g e s t s  t h a t  t h e r e  has  n o t  been a dec l i ne  i n  t h e  p a r t i c i p a t i o n  r a t e  

among e l i g i b l e  f a m i l i e s  du r ing  t h e  1978-83 pe r i od ,  t h e r e  does appear  t o  

have been a d e c l i n e  i n  t he  p a r t i c i p a t i o n  r a t e  among a 11 f emale-headed - 
f a m i l i e s .  

3 ~ h e  unemployment r a t e  of women who main ta in  f a m i l i e s  averaged 10.1 

p e r c e n t  dur ing  t h e  pe r i od  1978-83, reach ing  a postwar peak of 12.2 per-  

c e n t  i n  1983. From 1967 t o  1977, t he  unemployment r a t e  of t h i s  group 

averaged  7 percen t .  See Economic Report  of t he  P r e s i d e n t  (Washington, 

D.C.: GPO, 1986).  

4 ~ e e  U.S. Department of Hea l t h  and Human S e r v i c e s  (1983) f o r  a 

d i s c u s s i o n  of va r i ous  c h i l d  suppo r t  l e g i s l a t i o n  enac ted  dur ing  t h e  



1978-83 pe r iod .  I n  1984, i m p o r t a n t  amendments t o  t h e  S o c i a l  S e c u r i t y  Act 

were  passed ( t h e  1984 C h i l d  Suppor t  ~mendments )  t h a t  a r e  expec ted  t o  have 

a  s i g n i f i c a n t  impact  on AFDC p a r t i c i p a t i o n .  Data a r e  n o t  y e t  a v a i l a b l e  

t o  a s s e s s  t h e  e f f e c t s  of t h i s  most r e c e n t  l e g i s l a t i o n .  

5 ~ e e ,  f o r  example, Robins (1986) ,  M o f f i t t  (1983, 1986) ,  and Blank 

(1986) .  

6 ~ h e s e  i n f l a t i o n  r a t e s  a r e  geomet r i c  means of changes i n  t h e  CPI o v e r  

t h i s  p e r i o d .  S e e  Economic R e p o r t  of t h e  P r e s i d e n t ,  1987. 

7 ~ n d e r  c u r r e n t  law, t h e  100 p e r c e n t  benef i t - r e d u c  t i o n  r a t e  is a p p l i -  

c a b l e  a f  t e r  f o u r  months on t h e  programs w i t h  e a r n i n g s .  Dur ing t h e  f i r s t  

f o u r  months of e a r n i n g s ,  t h e  67 p e r c e n t  b e n e f i t  r e d u c t i o n  r a t e  a p p l i e s .  

8 ~ e e  Wolf and Greenberg (1986) f o r  a n  a n a l y s i s  of r e c e n t  e f f o r t s  t o  

r educe  f r a u d  i n  w e l f a r e  programs. 

9 ~ h e  1986 match f i l e  was n o t  a v a i l a b l e  when t h i s  s t u d y  was under- 

taken.  

l 0 ~ n o t h e r  problem w i t h  t h e  su rvey  i s  t h a t  only  women a r e  sampled. 

Men who head s i n g l e - p a r e n t  households  and who might  be due c h i l d  suppor t  

a r e  excluded.  T h i s  group i s  n o t  l i k e l y  t o  be a  l a r g e  p o r t i o n  of t h e  

t o t a l  c h i l d  s u p p o r t  popu la t ion .  

' l ~ r o m  a n  o r i g i n a l  sample s i z e  of 11,513 ( f o r  a l l  t h r e e  y e a r s  

combined),  t h e  e x c l u s i o n s  reduce  t h e  sample by 8.4 p e r c e n t ,  t o  10,541. 

Sample s i z e s  f o r  each  y e a r  a r e  g i v e n  i n  T a b l e  1. 

1 2 ~ h e  r e c i p i e n c y  r a t e  is t h e  f r a c t i o n  of t h e  p o p u l a t i o n  t h a t  r e p o r t e d  

r e c e i v i n g  a t  l e a s t  some c h i l d  s u p p o r t  i n  t h e  c a l e n d a r  y e a r  p r i o r  t o  t h e  

su rvey  month. The award r a t e  is t h e  f r a c t i o n  of  t h e  p o p u l a t i o n  t h a t  was 

due some c h i l d  s u p p o r t  i n  t h e  c a l e n d a r  y e a r  p r i o r  t o  t h e  survey.  The CPS 

supplement  d i s t i n g u i s h e s  t h o s e  awarded c h i l d  s u p p o r t  from t h o s e  due c h i l d  



support because i t  i s  possible f o r  a woman to have had an award i n  the 

pas t  but not  be due any support i n  the year p r io r  t o  the survey (because, 

perhaps, of a s t ipu la t ion  i n  the divorce agreement). I use the term 

I 1  award" i n  Table 1 t o  represent those actual ly  due child support in  the 

p r i o r  calendar year. Without adjus t ing the sample fo r  the problems 

described e a r l i e r ,  there a r e  a s ign i f i can t  number of women who report  

having an award but who were not  due child support i n  the previous year. 

These women a r e  v i r t ua l l y  eliminated from the sample once i t  is  adjusted. 

I t should a l s o  be noted tha t  because of my adjustments to  the sample, the 

award and recipiency r a t e s  i n  Table 1 a r e  s l i gh t l y  higher than the 

f igures  published by the Census Bureau for  the same years (see U.S. 

Department of Commerce, 1985), but the trends a r e  similar .  

1 3 ~ h e  col lec t ion r a t e  i s  the proportion of amount due tha t  is 

ac tua l ly  paid. 

14Ef fec t ive  program parameters a re  to  be distinguished from o f f i c i a l  

program parameters. P r io r  to  1981, the o f f i c i a l  benef i t  reduction r a t e  

on earnings was 67 percent. A s  indicated e a r l i e r ,  OBRA raised i t  to 100 

percent, a f t e r  four months on the program with earnings. Except in  a few 

s t a t e s ,  the o f f i c i a l  benefit-reduction r a t e  on nonwage income has always 

been 100 percent. 

1 5 ~ h e s e  s t a t e s  a r e  Connecticut, Pennsylvania, Indiana, Michigan, 

Wisconsin, Minnesota, Louisiana, Oklahoma, Washington, and California.  

Approximately 40 percent of the t o t a l  nationwide AFDC caseload resides i n  

these  ten s t a t e s  (see  Socia l  Securi ty Bullet in,  January 1984). 

16Each woman i s  assigned the relevant  program parameter f o r  her 

s t a t e .  The e f fec t ive  guarantee level  varies not  only across s t a t e s  but 

with family s ize  as  well. The exact formulas used to ca lcula te  e f fec t ive  



guaran tee  l e v e l s  a r e  given i n  an unpublished appendix to  the Fraker,  

Mof f  i t t ,  and Wolf study. Because e f f e c t i v e  program parameters a r e  no t  

a v a i l a b l e  f o r  1978 o r  1983, I use the 1979 e s t ima te s  f o r  1978 and the 

1982 e s t ima te s  f o r  1983. 

1 7 ~ h i s  formulat ion assumes i t  is e f f e c t i v e ,  r a t h e r  than o f f i c i a l  tax 

r a t e s  t h a t  guide behavior. 

1 8 ~ ~ ~ ~  made A w  more negat ive,  which would tend to  discourage par- 

t i c i p a t i o n ,  bu t  i t  made bw2 l a r g e r ,  which would tend to encourage par- 

t i c i p a t i o n ,  OBRA a l s o  s l i g h t l y  reduced An and ~ n ~ ,  which would tend to 

discourage p a r t i c i p a t i o n .  The n e t  e f f e c t  of a l l  these changes w i l l  

depend on the magnitude of the parameters of the i n d i r e c t  u t i l i t y  func- 

t i on ,  bu t  is c e r t a i n  to  discourage p a r t i c i p a t i o n  somewhat. I t  can be 

shown t h a t  the second-order terms i n d i c a t e  the degree of curva ture  of the 

i n d i f f e r e n c e  curves.  I f  the second-order terms a r e  unimportant, then the 

i n d i f f e r e n c e  curves w i l l  approximate r i g h t  angles  and only income e f f e c t s  

w i l l  occur as  a  r e s u l t  of the break-even l eve l  changes. Another way of 

say ing  t h i s  is t h a t  i f  the compensated s u b s t i t u t i o n  e f f e c t  a t  the break- 

even l e v e l  i s  zero,  the i nd i f f e r ence  curves w i l l  be r i g h t  angles  and 

the re  w i l l  only be p o s i t i v e  labor  supply responses to  changes i n  the 

break-even leve l .  I f  there  a r e  no nega t ive  labor  supply responses to 

OBRA, then a  s i z a b l e  decrease i n  p a r t i c i p a t i o n  should be observed. The 

f a c t  t h a t  a  s i z a b l e  decrease was no t  observed ( a t  l e a s t  by 1983) suggests  

a s i g n i f i c a n t  Labor supply response occurred to o f f s e t  the e f f e c t s  of the 

reduced break-even leve l .  

190ne demographic va r i ab l e  worth not ing is the dummy v a r i a b l e  ind i -  

c a t i n g  whether the f a t h e r  is presen t  i n  the household f o r  p a r t  of the 

survey year. This  va r i ab l e  is intended to capture  the e f f e c t s  of a  



divorce occurring during the survey year. The expected e f f e c t  of th i s  

var iable  on par t ic ipat ion i s  negative. 

2 0 ~ n  a l t e rna t ive  would be to estimate a separate equation fo r  each 

year. This was done and a likelihood r a t i o  t e s t  indicated tha t  the 

samples could be merged. 

2 1 ~ h e  wage equation i s  corrected f o r  s e l ec t i v i t y  bias using the two- 

s t e p  Heckman (1979) technique. The resu l t s  a re  presented i n  the 

Appendix. The estimated standard e r ro rs  have been corrected fo r  the 

e f f ec t s  of heteroskedas t i c i t y .  

2 2 ~ a m i l i e s  e l i g i b l e  f o r  AFDC a re  a l so  e l i g ib l e  f o r  food stamps, which 

has i t s  own guarantee l eve l  and tax  rate.  Theoretical ly,  the availabi-  

l i t y  of food stamps makes AFDC a more a t t r a c t i ve  option r e l a t i v e  to the 

option of no program a t  a l l  ( see  Fraker and Moffi t t ,  1985), and most 

famil ies  tha t  receive AFDC a l so  receive food stamps in  pract ice .  I n  

addi t ion,  families on AFDC a r e  a l so  e l i g ib l e  f o r  Medicaid, which fu r the r  

complicates the pa r t i c ipa t ion  decision. I t  i s  not  c lea r  how a more 

complete spec i f i ca t ion  of the program par t ic ipat ion decision that  incor- 

porates both food stamps and Medicaid would a f f e c t  the estimated parame- 

t e r s  of the AFDC par t i c ipa t ion  equation. Fraker and Moff i t t  (1985) f ind 

t h a t  the food stamp guarantee l eve l  has a posit ive e f f e c t  on AFDC par- 

t i c i pa t i on  and omission of t h i s  variable from the AFDC par t ic ipat ion 

equation appears to  reduce by about 10 percent the s ize  of the coef- 

f i c i e n t  of the AFDC guarantee level  (other variables a r e  omitted a l so ,  

however, qualifying t h i s  conclusion). Because t he i r  spec i f i ca t ion  of the 

AFDC par t ic ipat ion equation d i f f e r s  substant ia l ly  from the one presented 

here, i t  i s  d i f f i c u l t  to draw implications from the i r  f indings.  



2 3 ~ a t e r ,  when the r e s u l t s  of the  model a r e  used t o  s o r t  ou t  the 

var ious  causes of p a r t i c i p a t i o n  changes over time, a  f ixed  sample of 

s t a t e s  i s  used. 

2 4 ~ h e  model was a l s o  est imated using the Apr i l  d e f i n i t i o n  of AFDC f o r  

1981 and 1983 and the March d e f i n i t i o n  f o r  1978 and the c o e f f i c i e n t s  a r e  

very c lose  t o  those reported i n  the t e x t  (except  f o r  the e f f e c t s  of the 

time dummies, which show an abrupt  s h i f t  i n  1981, r e f l e c t i n g  the measure- 

ment d i f f e rences  between 1981 and 1983). 

2 5 ~ h e  f i r s t -  and second-order terms can be used t o  est imate labor  

supply s u b s t i t u t i o n  and income e l a s t i c i t i e s  ( s e e  Robins, 1986). For 

these  r e s u l t s ,  the  implied s u b s t i t u t i o n  and income e l a s t i c i t i e s  a r e  

somewhat l a r g e r  than conventional es t imates  f o r  t h i s  group (about  1.9 f o r  

t h e  s u b s t i t u t i o n  e l a s t i c i t y  and -.8 f o r  the  t o t a l  income e l a s t i c i t y ,  eva- 

lua ted  a t  the sample means). 

2 6 ~ n  p rac t i ce ,  t h i s  r equ i re s  very l i t t l e  change i n  the est imated 

cons tan t  term because the  model p red ic t s  a c t u a l  p a r t i c i p a t i o n  i n  each 

yea r  q u i t e  accura te ly .  

2 7 ~ h e  r e s u l t  a r e  genera l ly  i n s e n s i t i v e  to  the  order  i n  which the 

va lues  of the va r i ab le s  a r e  changed. 

2 8 ~ h e s e  f indings  c o n t r a s t  with e a r l i e r  f indings  of Hutchens (1984) 

and Feas ter ,  Gottschalk,  and Jakubson (1984), where only a  small beha- 

v i o r a l  response t o  OBRA i s  estimated. It should be pointed ou t  t h a t  my 

es t imate  of a  l a rge  behavioral  response to  OBRA depends c r u c i a l l y  on the 

t ax  r a t e s  and guarantee l eve l s  usred i n  est imation.  As indica ted  e a r l i e r ,  

t he  Fraker,  Moff i t t ,  and Wolf (1985) est imates  of e f f e c t i v e  t ax  r a t e s  

and guarantee l eve l s  a r e  used i n  t h i s  study. I f  the t rue  tax r a t e s  and 



guarantee levels facing the familties are d i f fe ren t  from the ones used in  

estimation, than my estimates of the labor supply response to OBRA would 

be biased. One important source of potential  e r ro r  i s  the assumed tax 

r a t e  on earnings under OBRA. I ulse the higher tax ra tes  applicable a f t e r  

four months of earnings under the assumption that  work decisions are  

based on such longer-run tax ratels. 

29~ec rea sed  child support collections increase An and ~ n ~ ,  both of 

which tend to increase part icipation.  

3 0 ~ ~ ~ ~  families are  required to assign thei r  child support r ights  to 

the child support agency, which 4n turn pursues collection.  Hence, i t  i s  

qu i te  possible that  many AFDC faniilies are unaware of e f fo r t s  made on 

t he i r  behalf by the child suppord agency. As w i l l  be seen below, 

however, a  s ignif icant  number of AFDC families in the CPS data report  

contact  with the child support a$ency. 

3 1 ~  few families reported redeiving more child support than they were 

due. These families were assignqd a value of one for the col lect ion 

r a t e  . 
3 2 ~ e e  Robins (1986) for a deqcription of the variables in  the model. 

I t  may be noted that  the specificjation includes two se l ec t i v i t y  correc- 

t ion terms; one for selection in to  the AFDC program and the other for 

se lect ion into the Child Support , Enforcement program. 

3 3 ~ e c a l l  that  many families dmy be unaware they are  receiving program 

services  and hence, use of the p$ogram by AFDC families may be 

underes tima ted. 

3 4 ~ h e  average e f fec t s  have t$e same interpreta t ion as l e a s t  squares 

coef f ic ien t s ,  while the tobi t  coeff ic ients  represent the e f fec t s  for 

families not a t  the l imits  of the outcome variables. 



3 5 ~ h e  percentage e f f e c t s  a r e  clalcula ted by d iv id ing  the tob i  t coef - 
f  i c i e n t s  i n  Table 7 by the mean aaount received by f ami l i e s  p r i o r  to  

r ece iv ing  help from the  c h i l d  support  agency, t h a t  is b/(y-bD), where b  

i s  the t o b i t  c o e f f i c i e n t ,  y  is  the mean amount received by r e c i p i e n t s ,  

and D i s  the f r a c t i o n  of f ami l i e s  receiving help from the c h i l d  support  

agency. 
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