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| appreciate this opportunity to respond to the additional questions posed by the
Subcommittee following the hearing on June 28, 2001.

1. Some Members may believe that giving more child support money to familieson welfare will
make it easier for them to stay on welfare, rather than encouraging them to move off of
welfare. How would you respond to these Members?

With the passage of the Personal Responsibility and Work Opportunity Reconciliation Act
(PRWORA), welfarebecame a time-limited program.! Giving more child support to families
while they are on welfare helps them to get thisimportant source of incomein place before they
leave welfare, furthering PRWORA’s goal of making welfare atransitional assistance program.
Wisconsin's experimental policy of passing through all child support to families receiving
Temporary Assistance for Needy Families (TANF), and disregarding all of it in determining the
TANF grant, has been demonstrated not to increase welfare stays. On the contrary, Wisconsin's
full pass-through and disregard, as compared to a more limited pass-through policy, has
stimulated an increase in child support payments that has enabled families to |leave welfare more
quickly, and provided additional income that can help them avoid areturn to welfare.

To transform their welfare programs into programs of transitional assistance, most states
have adopted policies to encourage families recaving TANF to develop the sources of income
they will need when they leave TANF. Given the flexibility to develop their own policies
concerning disregards for earned income, all but five states have adopted earnings disregards
more generous than those that existed under the Aid to Families with Dependent Children
(AFDC) program.? Although these policies also, in theory, could make it easier to stay on
welfare, they have coincided with an increasein work participation and a dramatic declinein the
welfarerolls. In addition, programs that increased family income as well as parental employment
were found to produce improvements in child well-being that were not matched by programs that
increased parental employment alone; and, the positive effects of earnings suppement programs
on children weremost pronounced for the children of long-term welfare recipients®

States have had less flexibility to experiment with giving more child support to families
because of the requirement that they repay the federal share of al child support collections for
children receiving TANF. Wisconsin, however, was able to pursue afull pass-through and



disregard policy as part of its “W-2" program under afederal waiver it received before the
passage of PRWORA. In this experiment, for most custodia parents receiving cash assistance,
all child support paid was passed through to the family and disregarded in calculating their grant.
A randomly assigned control group received only a partid pass-through and disregard of child
support.

Wisconsin's full pass-through and disregard policy was found to increase significantly the
percentage of noncustodial parents who paid support and the amount of support paid.* The
effects were particularly strong among parents of children without a history of AFDC receipt,
because they did not have expectations based on theold system, inwhich payments went to
reimburse welfae costs.> Connecticut tested a more limited pass-through and disregard policy.
Inits“Jobs First” program, all child support was passed through and the disregard was increased
from $50 to $100. Average child support payments for “Jobs First” participants werefound to be
higher than for the control group subject to AFDC rules.®

Under Wisconsin’s full pass-through and disregard policy, mothers received more child
support than under the old rules, in part because of the increase in child support paid and in part
because they were allowed to receive morechild support income. However, refuting the
concerns that some Members may have that such a policy would increase welfare stays, the
researchers found that:

receiving child support is associated with an increased likelihood of moving to an upper tier
[in which families receive supportive services but not cash] or off the program by theend of
the first year. Thus, to the extent that the reform increases support, it may also decrease W-2
participation.’

In addition, researchers found that the Wisconsin policy produced no difference in overall
government costs, because cost savings in other programs offset the child support payments that
were given to families instead of retained.?

Receipt of child support also reduces the length of time afamily recaves welfare by helping
families avoid areturn to welfare and increasing their wel I-being.® Analysis of national data
found that women receiving any amount of support are less likely to return to welfare; that
support received by ayoungwoman in the first years of achild'slifeis positively related to her
later self-sufficiency; and that women who received support in each of thefirst five years after
exiting welfare were among those who achieved modest level s of economi c well-being.®® A
study in Washington State found that good child support payments were associated with lower
recidivism rates, which substantially increased time off of welfare™ An analysisin Texas found
that for every $100 in child support received per quarter by a caretaker who left AFDC, the
probability of welfare recidivism in that quarter was reduced by one percentage point, and the
receipt of child support had over athree timeslarger effect on readivism than an equivalent
dollar amount of the caretaker’s own earnings.!” After reviewing all of the available research, the
1999 Report to Congress on child support and welfare recidivism concluded:
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Based on research findings, even small amounts of child support payments reduce welfare
recidivism ... Astheresidual [TANH caseload decreases over time, it increasingly
comprises hard-to-place individuals who face substantial barriers to employment. ...[T]he
relative value of even incremental increases in child support will be greater for the hard to
place. Additionally, if these individuals reside in alow-benefit State, the relative
replacement vdue for the TANF grant will be greater. This combination of factors suggests
that PRWORA distribution policies that increase child support payments to these families
may have an even greate effect on welfare exits.™

Congress has recognized the importance of giving more child support to families that have
left welfare. PRWORA gave families leaving TANF greater claims to their past-duechild
support than they had under AFDC. This Subcommittee is considering H.R. 1471, which would
eliminate remaining exceptions to “ Family First” distribution for families that have left TANF.
The changes to the post-TANF assignment and distribution rulesin H.R. 1471 certainly would
increase the amount of child support that families leaving TANF receive, and would help them
avoid areturn to welfare. However, changes that also would make it feasi ble for states to change
the distribution rules for families while they are on welfare could produce additional increasesin
the amount and timeliness of the child support that families receive when they leave welfare for
two reasons.

First, if child support payments were passed through to families while they were on welfare,
there would be no dsruption in payments when they left welfare. Although families ae legally
entitled to receive current support payments after they leave welfare, in practice there have been
del ays of several monthsin some statesin redi recting payments from the stae to the family.*

Second, the incentive effects on support payments are likely to be greater if states are ableto
change the mission and message of the child support program in a more comprehensive way. As
noted above, Wisconsin had a harder time explaining the new policy to families that had
experienced the old system, and the increases in payments, although they occurred, were lower
among prior recipients than among those new to the system. This suggests that the incentive
effect would be greater if states could give parents a simple, consistent message: than whenever
noncustodia parents pay support, whether their children are receiving assistance at the time or
not, those payments directly increase thar children’s well-being. Thiswould complement the
efforts of programs working with low-income fathers to encourage and help them to provide
more economic and emotional support to their children.

In sum, the evidence shows that giving more child support to families on welfare will make
the child support program a more effective tool for promoting self sufficiency. At aminimum,
federal policy should eliminate thebarriers to states’ adopting such policies.

2. Ingeneral, what are State policies toward passing through child support to familieswhile

they are receiving TANF benefits? How many Sates do you think would change their policy
if H.R. 1471 were emacted into law?
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As of January 1999, the latest dae for which complete state-by-state information is
available, dlightly more than half the states (28, including theDistrict of Columbia) did not pass
through and disregard child support to families receiving TANF. Eighteen states passed through
and disregarded child support up to various amounts: $50 per month (15 states), $40 (1 state),
$75 (1 state), $100 (1 state). One state passed through and disregarded all child support for
TANF recipients. Four states had policies other than a pass-through and disregard that permit
TANF recipients to benefit from child support paid on their behalf. One of the four retained
child support payments, but increased the TANF grant by up to $50 per month for those on
whose behalf current support is collected. (This has the same effect on family income as a $50
pass-through and disregard, but is administered dfferently.) Three of the four had no specific
child support disregard, but allowed recipients to use other income, induding child support, to
“fill the gap” between the state’ s maximum benefit and the income eligibility standard. If the
earnings of afamily recelving TANF did not fill the gap, child support income would be
disregarded. (Two states with a $50 pass-through and disregard also had fill-the-gap policies.)™

The Congressional Budget Office estimates, based on conversations with state
representatives, that if federal law were changed to eliminate the requirement that states
reimburse the federal share of child support collections passed through and disregarded for
TANF families, about half the states that do not currently have a $50 pass-through and disregard
would adopt such a policy (about 14 states). In addition, 10 to 20 percent of states that have a
$50 pass-through and disregard would increase it (two to three states).*®

I know of no other estimates of the number of states that would change their policiesin
response to the legislation. However, organizations representing states have expressed both
considerable interest in experimerting in this areaand concerns about fiscal impactsin some
states,'” suggesting that state responseswill vary.

3. Please expand onthe importance of requiring review and modification of child support
ordersfor TANF recipients every three years and for reviewing the child support cases of
families leaving TANF.

Making an extra efort to ensure that families leaving TANF receive appropriate child
support and medical support would benefit families and reduce returns to welfare (see research
cited in responseto question 1, above). Unfortunately, few 1V-D agencies are systematicdly
undertaking such an effort. Requiring that 1V-D agencies conduct afull review of the cases of
families leaving TANF would ensure that states makea priority of improving servicesto this
vulnerable popul ation.

Under PRWORA, periodic reviews of child support orders are no longer required in TANF
cases. States are supposed to notify all parents, TANF and non-TANF, custodial and
noncustodial, every three years, of their right to request areview of their order. However, 21999
review of state policies and practices in this area by the Office of Inspector Genera of the
Department of Health and Human Services found that 18 states did not notify parents of their
right to request areview, and nine had no plans to do so, despite the requirements of federal law.
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No state used proactive measures to promote review requests from parents close to exiting public
assistance. And, although all states reported that it was their policy to check for and add medical
support to orders they reviewed, in seven of the ten states visited by the OIG, the IV-D staff
interviewed said that they did not always pursue medical support if the order did not otherwise
require adjustment.’® Without adequate notice to parents, including the financial information
parents need to make an informed decision about whether to request areview, the current “on-
request” review and modification system will not ensure that orders refled the changing
circumstances of parents and children.

Requiring that 1V-D offices conduct afull case review for families leaving TANF and take
additional actions, if appropriate, to locate noncustodial parents, establish paternity and support
awards, review and modify avards, and collect support, could produce significant increases in
child support. In 1999, only 24 percent of current assistance cases had collections as compared
to 42 percent of never-assistance cases.® The main reason for the difference was that fewer
current assistance cases had orders: 44 percent as compared to 64 percent of never-assistance
cases. Once an order was established, the difference in collection rates was smaller; 56 percent
of current assistance cases with orders had collections, as compared to 66 percent of never-
assistance cases.

Intensively working the cases of parents who are about to leave welfare will require
additional resources -- but can produce results. In Minnesota, for example, several years ago the
state legislature offered performance bonuses to counties for establishing patemities, reviewing
orders, and enrolling children in the noncustodial parent’sinsurance plan. Hennepin County
substantially increased its staffing in those areas -- and increased the number of paternities
established each month by 40 percent, conducted four times as many modification reviews, and
increased threefold the number of children enrolled in the noncustodial parent’s medical
insurance plan. Moreover, resuts were obtained even in the older AFDC cases.

“[C]lients are now better prepared for self-sufficiency because more cases have orders and
older orders now have higher amounts. We were much better prepared for welfare reform
than we would have been without this program.”®

4. Dr. Johnson’stestimony (in his attachment “ NPCL Peer Learning College,” Page4) citesa
report that suggests that...

“...arrearswill remain high unless child support agencies enter realistic ordersin low-
income cases, compromise uncolledible arrears, and work cooperatively with
community-basad organizations and state agencies that can help noncustodia parents
overcome the underlying problems that prevent them from getting and keeping the kinds
of jobs needed to support their children.”

Would you agree with his statement? What does it take to, for example, “ compromise
uncollectible arrears?’

| would agree generally with the statement, but emphasize that it refers to low-income
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obligors and to arears owed to the state, not to custodial parents. Somearrearages accumulate
because noncustodial parents with the ability to pay have avoided paying child support; however,
those noncustodial parents and those arrearages are not the subject of Dr. Johnson’ s testimony, or
this response.

The large arrearages that many low-income noncustodial parents owe to the state are a
problem not only for them, but for custodial parents and children, as representatives of both
groups explained in the “Common Ground” project of the National Women’s Law Center and the
Center on Fathers, Families, and Public Policy.” Many states pursue a variety of policies that
create particularly high arrears for the low-income parents of children receiving public assistance.
For example, the vast majority of states order noncustodial parents to pay retroactive support in
public assistance cases, and afew order parents to reimburse Medicaid birthing costs, creating
large debts to the state as soon as an order to pay support is entered. Orders may be entered that
are unrelated to ability to pay; some states set ahigh percentage of their orders by default, and set
the amount of the avard by imputing income when the obligor’ s income or earning capacity is
unknown. In thecase of low-income obligors who have very low and sporadic earnings, these
imputed orders may far exceed the obligors' ability to pay. Or, awards that are realistic when
entered may be difficult or impossible to modify when drcumstances change.?

Policies that crege huge arrearages for low-income noncustodid parents make it less likely
that these parents will make current support payments. The Inspector General found that
noncustodia parents who were charged for more than 12 months of retroactive support were two
and a half times more likely to make no support payments following the establishment of an
order than noncustodial parents who were not charged retroactive support.® Noncustodial
parents that owe large arrearages, and face the prospect of having up to 65 percent of their wages
garnished indefinitely for repayment of the debt, may quit their jobs, move, or join the
underground economy, which is already an important source of income for some.?* Programs
that work with low-income noncustodid fathers have found arrearage policies, alongwith
policies that give current support payments to the state instead of to their children, to be major
barriersto recruiting participants and encouraging them to participate in the formal child support
system?® Thus, harsh and unrealistic arrearage policies can deprive children of badly needed
support, and ultimately increase public costs.

In addition to devel oping policies that prevent the build-up of arrearages, some states have
begun to consider compromising arrears owed to the state. Under federd law, a child support
obligation becomes afina judgment when it comes due and cannot be retroactively modified. 42
U.S.C. §666(a)(9). However, aswith other judgments, the individual or entity to whom the
child support judgment is owed may agree to a compromise. Thus, states already have the ability
to compromise arrearages permanently assigned to the state.”®

States can conside a variety of factors in determining when and how they will compromise
arrearages owed to the state. For example, the state could consider the source of the arrearage.
Was it the result of anon-goingfailure to pay a support order by someonewith the ahility to pay?
If so, compromise might berejected. Or did it arise all at once, as retroactive support or for
Medicaid reimbursement? Was the order, when set, based on unrealistic assumptions about the
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obligor’s ability to pay? Did the arrearage accumulate while the obligor was unemployed,
incapacitated, or incarcerated? States also could link forgiveness of the debt to current behavior;
for example, tying adjustments to payment of current support or participation in a program.
States also might treat forgiveness of interest or fees differently from forgiveness of the
obligation, or limit forgiveness pdicies to low-income obligors?’

Principled policies alowing the compromise of arrearages owed to the state are consistent
with the message of parental responsibility that the child support program seeks to convey. They
recognize that some debts to the state are not only uncollectible today, but may have been
unrealistic from the beginning, and that securing parental support for children should take
precedence over cost recovery.

5. Inhistestimony, Ron Haskins raises the issue that, as the wdfare caseload dedines, there
are fewer potential child support collections for parents on welfare. This has been a partial
funding source for operating child suppart programs. Aside from simply expeding the Sate
or Federal governments to provide more fundsto fill this gap, can you offer us any other
creative ideas for addressing this problem, which is likely to be with us for the long term?

I would emphasi ze to the Subcommittee that the finanang gap that is projected in the child
support program is the result of declining welfare casel oads; state child support agendes have
increased their collections per welfare case. If federal and state welfare policies are to continue
to emphasize family self-sufficiency, with only transitional use of public assistance then state
and federal governments must be prepared to provide adequate and stable financing for the child
support program to help families become self-sufficient and enforce the legd responsibility of
parents to support their children.?®

Thereisno easy alternative. Attempting to finance the child support system by charging
families for the child support services they receive will not provide the child support enforcement
system with astable source of financing and would significantly harm the low and moderate
income families who depend on the IV-D system. Over 75 percent of the families served by the
IV-D program have incomes below 250% of poverty. #® They canill afford to lose part of their
child support income. Agencies might consider charging fees only to higher income families; but
the small amount that could be collected from this small group of families would hardly justify
the administrative expense.

It isfor these reasons that few states make significant use of fees against voluntary users of
the IV-D system. According to areport on the financing of the IV-D system done for the
Department of Health and Human Services, child support fees collected from parents represented
only two percent of the funds states use to finance their child support programs. And, athough
when the study was conducted state and federal governments were already aware that falling
welfare caseloads would mean falling welfare collections, it also found that most states were not
contemplating making greater use of fees*
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Some have suggested that fees could be paid by noncustodial parentsinstead of deducted
from support. Inthe end, this approach also islikely to result in lower child support payments,
especialy for low-income families. Excessive fees could discourage parents from paying
through the formal system, increase administrative costs as cases moved in and out of thelV-D
system, and increase tensions between custodial and noncustodial parents. Child support awards
could be reduced to adjust for the anount being charged in fees. Finally, for low-income
noncustodial parents, assessing large fees could simply increase uncollectible arrearages, and
ultimately reduce the amount of child support paid.

Ensuring that children receive support from both parents by enforcing support obligations
and helping low-income parents to provide support is avital public function. Effective child
support enforcement not only increases family income and reduces reliance on public assistance,
but is linked to reductions in divorce and nonmarital birthrates,* and to increasesin children’s
educational attanment.*> Moreover, child support enforcement is afunction that must be
performed and financed jointly by the state and federal governments.

There are anumber of important financing questions to consider: how much of the funding
should come through incentive payments and how much through matching funds; whether the
incentive system could work more effectively if the pool of fundswas not capped; when states
should be able to use TANF or TANF MOE funds for functions related to child support.
However, the focus should be on restructuring public financing. Low-income families that are
struggling to support themselves without public assistance should not be expected to continue to
bear the burden of financing thechild support enforcement program.
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