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ABSTRACT

Qualitative research has documented strategic behavior in response to
child support policy. Parents of children on welfare have an incentive to
avoid formal child support, since most states limit the amount of formal
child support that women on welfare can receive (the “disregard”) and
have relatively high child support orders for low-income fathers. This pa-
per develops a simple model to make several predictions about how the
disregard and order might interact to influence formal child support or-
ders. Using data from the CPS-CSS merged with state child support vari-
ables, I find some evidence that higher orders and lower disregards are
associated with fewer child support orders.

I. Introduction

Both the federal and state governments have invested considerable
resources in improving child support receipt over the past 30 years, enacting nu-
merous laws and devoting government expenditures to child support enforcement.
At the same time, trends in child support receipt have remained fairly constant,
largely due to demographic factors such as a relative increase in the number of
never-married mothers. Several studies indicate that this increased emphasis on child
support enforcement has paid off, with child support receipt positively associated
with child support expenditure, along with a host of enforcement measures such as
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income tax intercepts and wage withholding (Freeman and Waldfogel 2001; Garfin-
kel et. al. 2001; Sorensen and Oliver 2002; Sorensen and Hill 2004). However,
relatively few quantitative studies have focused on the complex interacting incentives
of the child support system for the women on welfare and their partners. While Roff
(2008) examined the incentive effects of child support and welfare policy, this paper
takes a considerably different approach. Most importantly, it uses a simple reduced-
form empirical strategy and nationwide data with cross-state and over-time variation
in the order amount and disregard, whereas Roff’s paper estimated structural param-
eters using cross-sectional data in three cities. Finally, this paper also has a key
theoretical difference in that it assumes fathers may offer a strategic informal child
support payment to influence the mother’s child support decision.

Women on welfare face child support disincentives since those who receive formal
child support may have most, or all, of their child support taxed away. Following
the Personal Responsibility and Work Opportunities Reconciliation Act (PRWORA),
the majority of states rescinded the $50 child support disregard that allowed women
on welfare to keep the first $50 of child support that the father paid without any
reduction in their welfare benefit. While some states have maintained the $50 dis-
regard, most have reduced the disregard to zero, and only Wisconsin allowed a 100
percent child support disregard during the time our data were collected. Once a
mother leaves welfare, she becomes eligible to keep all formal child support, al-
though past due support from when she was on welfare may still be kept by the
state. Experimental evidence from Wisconsin as well as nonexperimental analyses
of the child support disregard have provided some evidence that higher disregards
lead to increased child support payment, as well as increased paternity establishment,
but no studies to date have examined the interacting effects of child support disre-
gards and child support orders for low-income parents following PRWORA (Meyer
and Cancian 2001; Cancian et al. 2003; Sorensen and Hill 2004; Cancian et. al.
2006; Cancian et. al. 2008).

In addition, child support policy has limited fathers’ discretion regarding compli-
ance with child support payment. Automatic wage withholding, which was instituted
as part of the Family Support Act of 1988, mandates that child support be auto-
matically deducted from fathers’ paychecks like the payroll tax. Moreover, to help
locate fathers, a national new hire directory was established in 1996; all employers
are required to report every new hire to the child support enforcement agency within
20 days. States also have attempted to enforce maternal cooperation with child sup-
port for mothers on welfare by establishing sanctions for maternal noncooperation
that may involve reducing the amount of welfare received or removing the case from
the rolls. However, many states still allow mothers to simply attest to a lack of
information about the father, and all states have a “good cause” exemption to protect
mothers who may suffer injury from cooperation due to factors like domestic vio-
lence. Finally, states generally allow mothers who have not identified the father to
do so as circumstances change (Turetsky 1998; Roberts 2000).

While parents of children on welfare face limited disregards, child support orders
are often quite high for low-income fathers; Sorensen and Oliver estimate that 25
percent of poor nonresident fathers who actually pay child support pay more than
50 percent of their income in child support, while only 2 percent of nonpoor fathers
pay such a large amount (Sorensen and Oliver 2002). Qualitative research has
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pointed out that the combination of high order amounts and low child support dis-
regards among low-income parents creates an incentive to avoid the formal child
support system in favor of underground employment and “under-the-table” payments
(Edin 1994; Bassi and Lerman 1996; Johnson 1999; Waller and Plotnick 2001).
Indeed, in her 1994 study, Edin cites that over half of her sample of mothers had
hidden identifying information about their partners to avoid the formal child support
system, for reasons that included higher informal child support payments. This paper
examines how the limited disregard and high child support orders interact to create
disincentives for mothers on welfare to cooperate with child support workers in
establishing a child support order, as well as incentives for fathers to offer under-
the-table child support payments. The paper uses data from the CPS-CSS and state-
level data on disregards, orders and child support enforcement to test whether low
child support disregards and high child support orders encourage strategic behavior,
such as an increased reliance on informal child support orders and decreased formal
child support agreements among parents of children on welfare. I find some evidence
that parents do indeed behave strategically in response to high child support orders
and low child support disregards, and that such policies lead to increased informal
child support agreements and fewer formal child support orders among those women
likely to be eligible for welfare.

II. Theory

The theoretical model assumes that both parents derive utility from
their own consumption and from their child’s consumption, U,(c.c,) where p =
f,m for father or mother respectively, with the relative utility they derive from each
depending on their level of altruism. The father makes a child support payment,
which may be informal or formal, and the mother chooses her own consumption
and the child’s, given her income including child support. Children are a public
good, and the father cannot observe or influence how his child support payment is
spent, leading to a nonpareto optimal solution.'

In addition to choosing the child’s consumption given her income, the never-
married mother of children on welfare faces two choices: She can either cooperate
with the child support authorities to name the father of her child and work to have
a legal child support order established, or she can refuse to cooperate and claim that
she has no knowledge of the child’s father. The father in turn can influence the
mother’s decision to cooperate with the child support authorities by offering an
informal child support payment. Assuming common knowledge of the parents’ pa-
rameters, the father can theoretically determine the mother’s cooperation decision
via his informal or under-the-table payment. The parents’ decisions make up the
dependent variable, which includes three possible states: (1) a legal agreement is
established, s = 1, (2) no legal agreement is established, s = 0, but an informal
agreement, x* > ( is established, (3) no legal agreement is established, s = 0, nor
is any informal child support agreement established, x* = 0. Since automatic wage

1. For a cooperative model of child support, see Flinn 2001.
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withholding has been in place since the data was collected, I assume that if a formal
child support order is established, the father has no choice but to comply with child
support payment.>?

Assuming common knowledge, a rational father will choose an informal child
support payment x* such that:

x*=max[x**, £*0]
where:
X**=arg maxUj(c(.,cf| s=0),
# = {min xl U, (c.c,, |s=00x)> U, (c.sCp, ls= D}
if Ulcoels=0,5%)> Ufe,, ¢ls=1)

In other words, the father will offer the mother the maximum of the following three
possible child support payments: (1) the informal child support payment that max-
imizes his utility if the mother does not cooperate with the child support authorities,
(2) the informal child support payment that will induce the mother to not cooperate
with the child support authorities, if the required payment is not so high that the
father is no longer better off with maternal noncooperation, (3) zero, if the father’s
optimal child support payment is negative. The father pays the maximum of these
three possible payments, since he may pay more than £* if his optimal payment x**
is greater than his strategic payment £*, but he must pay at least £* to induce the
mother to not cooperate with the child support authorities.

Given x*, the mother will cooperate with the child support authorities to establish
a legal child support order if Um(cc,cm|s= 1)> Um(cc,cm|s=0,x*). Otherwise, the
mother will not cooperate with the child support authorities and will accept an under-
the-table payment of x*. Note that the father’s informal payment x* may well be
less than his formal payment, due to maternal preference for the informal system
and due to the limited disregard. Indeed, x* may be zero; in this case, the father
makes no informal child support payment.

This theoretical structure implies that the father captures the surplus of nonco-
operation. However, this assumption could be relaxed to allow bargaining between
the parents so that:

{max x| Ufc..cp, ls=0x)> Ulc.cp, ls= H}>
X* > {min xl U, (c.c,, ls= 0.x)> U, (c.cp, ls= D}.
The implications of the theory regarding the effects of a change in the order or

disregard on participation in the informal or formal child support system discussed
below would remain the same.

2. By construction, if a legal agreement is established and the father wishes to pay more than the ordered
amount, and does so informally, this is considered a legal agreement.

3. Note that the assumption that the father has no choice but to comply with child support due to automatic
wage withholding ignores the possibility of the father avoiding payment through participation in “off -the-
books” work. Using a reduced form analysis, Rich, Garfinkel, and Gao (2007) find little influence of
stronger enforcement policy on paternal participation in the underground economy.
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For simplicity, the model assumes a nonrepeated game. In a dynamic model, a
father might renege on informal child support. However, introducing this possibility
does not substantially alter the implications of the model below, since mothers may
still seek a formal child support order if the father fails to pay sufficient informal
support. A dynamic model also introduces the possibility that circumstances, such
as parents’ incomes, may change. In this case, since a legal child support order is
nonreversible, if the game were played repeatedly, the effects of the disregard and
order amount on formal child support could be expected to be smaller, since parents
might choose not to cooperate with child support to maximize their lifetime utility
even if it were in their short-term interests to cooperate.

A. Theoretical Effects of the Disregard and Child Support Order
1. Disregard

Given the above model, we can examine the theoretical effects of the disregard and
order, and their interaction, on the formation of legal child support orders and in-
formal child support agreements, including no informal or formal child support. Note
that if the child support disregard falls, then the model predicts that cooperation with
the child support authorities to establish a child support order must fall (nonstrictly).

This straightforward result occurs since the lower disregard can only decrease
maternal income under a legal agreement and therefore decreases Um(cc,cm|s= 1).
At the same time, the likelihood that the father will offer a strategic child support
payment, £*, such that Um(cc,cm| §s=0,8%)>U,,(c..Cp, |s=1) increases.

Figure 1 illustrates the effect of a decrease in the disregard on the father’s strategic
child support payment if the disregard is less than the order amount. The top graph
shows the father’s utility given his informal child support payment. When the dis-
regard falls from f, to f,, the father’s utility given a formal child support order falls,
assuming the father would prefer that the child receive his payment rather than the
state. As a result, the maximum strategic payment that the father is willing to make
to avoid the formal child support system increases from £, to &,. The bottom graph
shows the mother’s utility given the informal child support payment. When the
disregard falls, the mother’s utility given a formal child support order also falls,
leading the mother to be willing to accept a lower informal child support payment,
X%,*, in exchange for her noncooperation with the child support authorities. As a
result, the likelihood that there will exist a strategic payment £* such that both
parents’ utility is higher than that if they cooperated with the formal child support
system increases. Note that the choice to operate in the informal system is not
determinate given a limited disregard, due to individual maternal preferences for the
formal system, as well as factors such as sanctioning for noncooperation with child
support. The direct decrease in U,,,(c(,,cm| s=1) also makes a formal agreement less
likely versus no agreement (s =0,x*= 0).

2. Child Support Order

The theoretical effects of a change in the child support order on the establishment
of a legal child support order are more complicated and are dependent on the dis-
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Figure 1
Effect of Decrease in Disregard on Strategic Child Support Payment

regard. Consider an increase in the child support order from ¢, to g, for fathers of
children on welfare under the following two scenarios:
3. q;<Disregard Ceiling

In this case, an increase in the order from q; to g, has an ambiguous effect on the
establishment of a formal child support order versus an informal child support order.
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Figure 2 again illustrates the effects of an increase in the order from q, to q, on the
father’s strategic payment. If ¢, is above the father’s optimal child support payment,
then the increase in the order will cause the father’s utility under a formal child
support payment, s= 1, to fall, leading to an increase in the strategic payment that
the father is willing to pay to induce the mother’s noncooperation with the child
support authorities from %, to %.* On the other hand, assuming automatic wage
withholding and full compliance with payment of child support, Um(cc,cm| s=1) must
increase when the order increases to g,, increasing the minimum strategic payment
that the mother will accept to not cooperate with the child support authorities.” As
Figure 2 shows, the minimum payment a mother will accept to not report paternity
(¥*) increases, while the maximum informal payment a father is willing to make to
induce the mother to not cooperate (%) also increases. It is unclear which of these
effects will dominate, and therefore unclear whether a higher order in this case will
lead to greater cooperation with formal child support or less.®

Assuming full compliance, an increase in the order when ¢, < disregard is pre-
dicted to increase formal child support agreements versus no child support, since
Um(cc,cm|s= 1) increases while U,,,(cc,c,,,|s=0,x"< =0) remains the same.

4. q,> Disregard Ceiling

In this case, an increase in the order from ¢, to ¢, decreases the theoretical likelihood
of a formal child support order relative to an informal agreement, since
U, (coCp |s=1) remains the same as the order increases, but U, (cooC |s=0,%) will
nonstrictly increase. Figure 3 illustrates the effects of the increase in the order from
q, to q, when q, is greater than the disregard ceiling. As Figure 3 demonstrates, the
increase in the order amount decreases paternal utility if an order is established. As
a result, the father’s maximum strategic child support payment £ increases from £,
to £,. Since the mother’s utility is unchanged, £* remains the same, and the likeli-
hood that there will exist a strategic payment that makes both parents better off
increases. As before, the increase in the father’s strategic payment ¥ also leads to
an increase in informal child support agreements relative to no child support agree-
ment.

Therefore, the theoretical model predicts that: (1) lower disregards should be
associated with fewer legal child support orders relative to informal or no child
support agreement, and (2) when child support orders are high relative to the child
support disregard, an increase in the order should be associated with fewer legal
child support orders as compared to informal child support orders.

4. If g, is below the father’s optimal payment then the father’s utility is unchanged, since the father is
free to “overcomply” and pay his optimal child support amount if it exceeds the order. Note that his
optimal child support payment will never exceed the disregard limit.

5. Note that if the assumption of full compliance is relaxed, then expected child support may fall due to
noncompliance, leading to a decrease in Un,(c[,cm\sz 1). In any case, the increase in the order continues
to have ambiguous effects on the likelihood of a formal order versus an informal one.

6. Note that if g, is above the disregard and ¢, is below, the essential predictions regarding an increase
in the order given above do not change. The father’s utility under a formal order still falls, so that his
strategic payment increases. The mother’s utility under the formal system increases (albeit less than it
would if g, were above the disregard), so the payment that she is willing to accept to not cooperate also
increases. The effects on formal child support orders are indeterminate.
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Figure 2
Effect of Change in Child Support Order on Strategic Child Support Payment if
q; <Disregard

Note that this theoretical model, which does not allow for altruism between par-
ents, predicts that a higher order should lead to no change in the mother’s preference
for a formal agreement versus no agreement (x* =0) if g, > disregard. This result
occurs because the mother’s utility is unchanged under both cooperation (s= 1) and
noncooperation with no informal child support (s =0,x* =0). However if the mother
is altruistic toward the father, then we should expect to see fewer formal agreements
versus no agreements as well.
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Effect of Change in Child Support Order on Strategic Payment if q; > Disregard

III. Methods and Data

I test this model of parents’ strategic behavior in the child support
and welfare system by using microdata from the March/April CPS-CSS (Current
Population Survey-Child Support Supplement) merged with state level data on the
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disregard, average order amount for low-income fathers, and child support enforce-
ment variables. Since the March/April CPS-CSS underwent significant changes in
1994 and since data on the average order amount for low-income fathers is only
available to 2001, I use CPS-CSS data that was collected from 1994 to 2002.

The empirical model uses state variation in the disregard and child support order
for low-income parents over time to estimate the effects of the disregard and order
amounts on: (1) the existence of a legal child support order, and (2) the existence
of an informal agreement versus no order, or a legal child support order. Because
the disregard should only affect welfare recipients, I estimate the models on a low-
education sample and high-education control group. I use education to define the
experimental group and the control group in the primary models since a mother’s
welfare decision could well be affected by disregard policy and since the compo-
sition of the caseload has changed as welfare rolls have fallen significantly. For
illustrative purposes, however, I also present results for the low-education group
subdivided by welfare status. The universe is single-mother-headed families who
live in their own household with their own child younger than 18; widows are
excluded from the sample.’

I merge the microdata from the CPS-CSS with data from the Office of Child
Support Enforcement on the maximum child support disregard in the state and sev-
eral state-level child support enforcement variables from prior research, including a
dummy variable for full federal certification of the state’s child support system, a
variable for the average administrative expenditures of the IV-D child support en-
forcement program given the caseload in each year/state and a variable for the
number of years that a new hire directory has been in place®® (Garfinkel et al. 1994;
Freeman and Waldfogel 2001; Sorensen and Oliver 2002; Sorensen and Hill 2004).
These data have the advantage of allowing variation in the disregard both at the
state level and over time.

In particular, the data include the state-level disregard in states in which a waiver
or fill-the-gap policy was in place, allowing a more precise measurement of the
maximum disregard and greater variation in the data over time. Although all states
faced a $50 per month federally mandated disregard of child support prior to
PRWORA, several states had waivers that allowed them to change the disregard
level. In particular, Connecticut offered a disregard of $100 starting in 1994 as part
of a welfare reform bill, and Wisconsin offered a full disregard with the introduction
of Wisconsin Works in 1997 (Cohen 2006). In addition, even preceding PRWORA,
there was state-level variation in the disregard since “fill-the-gap” states allowed
women on welfare to disregard child support more than the $50 federally mandated
disregard if their welfare benefit was less than the state need standard, enabling
women on welfare to “fill the gap” between their AFDC benefit and the state’s need

7. In other words, “subfamilies”—that is, those families living in another family member’s household—
are excluded.

8. I also estimated the model with a dummy for whether the state had a new hire directory in a given
year. I was not able to estimate this model for the multinomial probit, but this slight modification made
essentially no difference in the results for the legal order probit.

9. Many thanks to Maria Cancian and Dan Meyer for providing access to the state-level child support
enforcement, disregard, and economic variables.



Roff

standard. States that have had fill-the-gap policies during the period covered here
include: Maine, Georgia, Mississippi, South Carolina, Tennessee, Virginia, and Wy-
oming. Of these, Georgia, Mississippi, Virginia, and Wyoming have seen their dis-
regard fall, while the disregard has increased in South Carolina and Tennessee. (The
disregard remained constant in Maine.)

Table 1 and 2 show the variation in the disregard by state and over time. As
Table 1 illustrates, much of the variation in state disregard levels was generated by
PRWORA, which allowed states to rescind the $50 mandated disregard. Preceding
PRWORA, eight states (the fill-the-gap states and Connecticut) had a disregard
greater than $50 a month, and none had a disregard less than $50. Following
PRWORA, nearly 30 states eliminated the disregard, leading to a fairly even split
of states with a disregard of $50 or greater, and those with less (generally zero).
Other than the changes generated by PRWORA, the disregard has been fairly stable,
with a handful of states changing the disregard each period, mostly due to changes
in disregard among fill-the-gap states discussed above. As such, it should be noted
that identification depends crucially on variation in the disregard following
PRWORA and among fill-the-gap states.

I supplement these data with Pirog’s data on the child support order by year and
state for the lowest income group of fathers in her analysis (Pirog 2003; Pirog,
personal correspondence). Pirog’s research calculates the child support obligation
over four different income assumptions by surveying the state child support enforce-
ment programs as well as the administrative directors of each state. I use Pirog’s
lowest income calculation, which assumes that the father’s gross income is $720,
and the mother’s is $480 for a combined gross income of $1,200. This measure can
be interpreted as a general measure of orders for low-income parents by state. It
does not calculate individual order amounts, which might be considered endogenous
and would substantially complicate the analysis. Most previous literature has ignored
the effects of the amount of the child support order (exceptions include Del Boca
and Flinn 1993; Meyer et al. 2008; Roff 2008); however, given the above theoretical
model, the order amount among low-income parents has important implications for
their child support decisions.

As Table 3 indicates, child support orders for the low-income group have been
falling on average over time from roughly $200 in 1994 to about $175 by 2002.
While most low-income orders used in this study are above the disregard, 15-20
percent of the sample in any given year have orders that are less than the disregard.

In addition to my independent variables of interest, the maximum disregard and
the low-income child support order, I include a variable for the interaction of the
low-income child support order with the difference of the state’s disregard from the
maximum in the sample over all states and years to capture interacting effects of
the order amount and the disregard. This variable, (maxdisregard-disregard,)q, is
included to examine the effects of low child support disregards combined with high
child support orders (or high disregards combined with low orders), since the theo-
retical model predicts that low child support disregards combined with high child
support orders should decrease the likelihood of a formal child support order. Note
that the order amount is interacted with the difference in the state’s disregard from
the maximum disregard over the full sample. Using the difference from the top
disregard level as opposed to the ongoing disregard level in the state allows the
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Table 1
Maximum State Disregard by Year

1994 1996 1998 2000 2002
Disregard <50 0 0 27 28 28
Disregard =50 43 43 16 16 17
Disregard > 50 8 8 8 7 6
Table 2
Changes in State Disregard over Time

1994-96 1996-98 1998-2000 2000-2002
Disregard same 49 18 45 48
Disregard higher 2 3 3 2
Disregard lower 0 30 3 1
Table 3
Average Low-Income Order

Mean Standard Deviation Minimum Maximum

1994 $202 80 $15 $327
1996 $193 89 $0 $315
1998 $177 90 $0 $327
2000 $177 95 $0 $302
2002 $176 94 $10 $321

interaction term to increase as orders increase and the disregard falls, since the model
predicts that low disregards combined with high orders should decrease legal child
support orders. This variable is intended to capture the general interaction between
the disregard and order and does not formally test the effects of a change in the
order if the disregard is below the order; these data include only a state-level measure
of low-income orders making the construction of the aforementioned variable prob-

lematic.

Finally, I also include three variables to control for state-level economic condi-
tions: the female unemployment rate, median household income, and the AFDC/
TANF benefit level for a family of three. Following Sorensen and Hill (2004), I
include several individual demographic variables, including race, age, age-squared,
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the number of children, and an indicator for whether the mother has a child less
than six years of age. The summary is in Table 4.

To examine the effects of the disregard and order on the existence of a legal child
support, I first estimate a simple probit with state and year fixed effects and with
robust standard errors. The variable for a legal child support order is a dummy that
equals 1 if there is a legal child support order, and O if there is no order or only an
informal child support agreement. Finally, I also estimate a multinomial probit with
the following three categories: (1) a legal child support order exists, (2) no legal
child support order exists, but the parents have an informal agreement, (3) no in-
formal or formal child support agreement exists.

Error terms within state-by-year cells are allowed to be correlated, following Ber-
trand et al. 2004. In addition, to check for spurious correlation and to further limit
serial correlation, an extension to the probit model allows state-specific time trends,
so that g;,=0,+v,, Unfortunately, I was not able to obtain convergent estimates
including the time trends in the multinomial probit model.

While the analyses include state fixed effects and state-specific time trends, this
research still may suffer from time-varying policy endogeneity. However, to the
extent that states with poor child support outcomes seek to improve child support
through higher disregards, this would bias the results downward. Finally, the analysis
also attempts to control for possible policy endogeneity through state-level controls,
such as child support expenditures, the number of years that the new hire directory
has been in place and state certification status.

The model I estimate is then:

Yise= Budisregardy + Boq,,
+ Bs(maxdisregard-disregard,)qy + Zg,o+ X;, + Sy +Tm + €,

where:

Vi = dependent variable.

disregard,, = maximum disregard in state s in year f.

maxdisregard= highest disregard in sample.

g = low-income child support order in state s in year t.

Z,, = vector of state level child support and economic variables at time ¢.
X, = vector of individual demographic characteristics.

S = vector of state dummies.

T = vector of year dummies.

IV. Results

The theoretical model predicts that: (1) higher disregards should in-
crease the existence of formal child support orders, and (2) if low-income orders
are high relative to the disregard, then higher orders also should decrease the prob-
ability of a formal child support order versus an informal payment or no child
support among parents of children on welfare. While little quantitative research has
documented these effects, ethnographic research suggests that many poor families
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Table 4
Summary Table

Variable Mean Standard Deviation
Legal order 0.60 0.49
Black 0.28 0.45
Hispanic 0.11 0.32
Age of mother 34.5 8.1
Number of own children younger than 18 1.8 1.0
Child younger than 6 dummy 0.39 0.49
IVD program expenditures/IVD caseload 214 98
Number of years new hire directory in place 29 3.1
State certification dummy 0.14 0.35
Maximum AFDC for family of three 415 163
Female unemployment rate 5.2 1.4
Median state income 39,331 6,691

avoid the formal child support system, since they perceive the combination of low
disregards and high order amounts to be punitive. To examine whether disregard
policy and high order amounts for low-income families do indeed lead to reduced
cooperation with the child support system, including strategic behavior such as in-
formal child support payments for mothers on welfare, I estimate a probit for the
existence of a legal child support order, as well as multinomial probit with the
following Three categories: (1) a formal order exists, (2) an informal order exists,
(3) no order exists.

Table 5 reports the results of the probit for the existence of a legal child support
order, excluding the year and state dummies, for a low-education group (those with
a high school diploma or less) who are most affected by the disregard and low-
income order policy, and a higher-education control group (those with more than a
high school degree). Column 2 of Table 5 also reports the results with the sample
restricted to mothers with a single child younger than the age of six. I expect to see
greater effects of current disregard and order policy on orders for relatively new
parents, since parents with older children are more likely to have an order already
established and legal child support orders are generally nonreversible. Finally, Col-
umn 3 reports the results for never-married new mothers (Sorensen and Hill 2004).
As with new mothers, we expect to see particularly strong results for never-married
women, since never-married mothers may more easily avoid the formal system by
claiming no knowledge of the father. Results for previously married new mothers
are not reported because the sample size is quite low. Table 6 shows the same results
with the time trend included.

Turning first to our preferred specification with the time trend included, Table 6
shows insignificant effects of the disregard and order amount on the full sample of
lower-education mothers. However, once the sample is restricted to new mothers
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and never-married new mothers, Table 6 indicates that higher disregard levels in-
crease the likelihood of a legal order being established, just as the theoretical model
predicts. Higher child support orders among the low-income group also are associ-
ated with a lower probability of a legal order among new mothers. Given Sorensen’s
findings that child support orders can be quite high for low-income fathers and the
generally low disregard levels among most states, this finding supports the theoretical
model’s prediction that increasing the order amount for low-income parents while
holding the disregard constant decreases the incentives to establish a legal child
support order. However, the interaction term is positive and significant. Contrary to
the theoretical model, this implies that the biggest effects of a change in the disregard
occur at lower order amounts and that decreasing the order amount is associated
with more orders at higher disregards. Table 5, which excludes the time trend, shows
significant effects of the disregard and order amount for the full sample of low-
education mothers as well. As expected, the disregard and order fail to be significant
in the higher-education control groups, as reported in the last columns of Tables 5
and 6.

While the individual level demographic variables show the expected sign, many
of the state-level variables fail to be significant. Other authors have shown a signifi-
cant positive impact of new hire directories, immediate wage withholding, state
expenditures, and income tax withholding on child support receipt and the estab-
lishment of child support orders (Garfinkel et al 2001; Sorensen and Oliver 2002;
Sorensen and Hill 2004). However, this analysis uses a shorter time frame with
reduced the variation in the child support variables, which perhaps contributes to
the loss of significance of the other child support policy variables. In contrast, much
of the variation in the disregard occurred following the passage of PRWORA, so
these data contain significant variation in the disregard even given the shorter time
period.

Table 7 presents the probit for legal child support for the low-education group by
public assistance status with a state-specific time trend included. To more accurately
reflect the group most likely to respond to the disregard (which includes not just
those currently on welfare, but also those with a high probability of entry), the public
assistance category is defined as those whose family received TANF, SSI, Medicaid
or food stamps, or who contacted a state office to inquire about welfare receipt. The
results in Table 7 are largely consistent with those from Table 6. As before, the
disregard is positively associated with a formal child support order, and this effect
is stronger for new parents. In addition, high order amounts are negatively associated
with legal orders. The control group shows no effects for the disregard or order
amounts.

Table 8 shows the results of the multinomial probit for the existence of an informal
child support agreement or no child support agreement, with formal child support
as the base category. The theoretical model predicts that an increase in the disregard
should increase the probability of a legal child support order versus an informal
agreement or no child support agreement. An increase in the order has ambiguous
effects; however, if orders are high relative to the disregard, then an increase in the
order should decrease the likelihood of a formal child support order versus an in-
formal agreement or no child support. As before, I separate the model into the low-
education group that is more likely to be affected by the welfare regulations, and a
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higher education group.'® Due to difficulty with convergence, Table 8 presents es-
timates assuming i.i.d. errors. However, Table 9 presents the results of sensitivity
tests over a range of correlation estimates.'!

As Table 8 indicates, the disregard follows the theoretical model’s predicted ef-
fects: higher disregards have a statistically significant negative association with “no
orders” versus formal child support for the low-education group, since formal child
support orders become more attractive as formal child support orders are effectively
taxed at a lower rate. In addition, once the sample is restricted to new mothers with
little education, higher disregards show a negative effect on informal orders versus
formal child support, as parents have less incentive to make and accept informal
payments. Finally, while the results presented in Table 8 show no significant results
of the disregard on “no orders” for new mothers; most specifications included in the
sensitivity tests presented in Table 9 indicate negative effects on “no orders” versus
formal child support.

Among the low-education group, higher order amounts also are associated with
a lower likelihood of a formal child support agreement versus no agreement. In
addition, once the sample is restricted to new mothers, higher order amounts become
significantly associated with an increase in informal agreements versus formal child
support across a range of correlation structures as well. These results provide some
support for theoretical model’s prediction that parents may not only avoid the formal
system in response to high orders, but that fathers also may offer strategic informal
payments to induce mothers to avoid the formal system in response to high orders,
especially if the order is high relative to the disregard, as is the case in this sample.
As before, the demographic variables show the expected sign, although state-level
child support controls generally fail to be significant, and the interaction term indi-
cates nonlinearities as in the probit models. Looking at the higher-education group,
we see no significant effects of the disregard or low-income order amount.

While the empirical results support that low disregards and high orders may reduce
formal child support orders, it should be noted that sample size is limited, especially
for the never-married group. Moreover, the time frame for the analysis is fairly short
and variation in the disregard is restricted to changes due to PRWORA and in fill-
the-gap states.

V. Conclusion

In many states, child support policy has focused heavily on recouping
payments made to women on welfare through the use of a limited disregard. This
research provides some evidence that limited disregards and high child support or-
ders for low-income parents may reduce the cooperation of parents with the child
support authorities and encourage the use of informal child support payments. These

10. For the multinomial probit, I omitted the variables for female unemployment rate and maximum AFDC
benefit due to difficulty obtaining convergence. These variables were not significant in the legal agreement
probit.

11. T also estimated these models with a range of variances. The results remained substantively the same.



83

Roff

(panuijuos)
(€01€0) (617°%1) (0¥9¥°0)
%988y 'L— #xELT SV wx[917[— 0=xX0=S
(€216 (6€6°L1) (€2LS°0) pIyo 3unox
¢'9C9— 60 +%x9880°6— #xEVL'CC #xCV9 [— 0<xX0=Ss uonesnpa Mo
(v (LLYET) (10S¥°0)
#x01€CL— #xCV9 €Y #x£01 [— 0=x%X0=5
(€€79°¢) (TI€C0) (yTIL0) PIYyo Sunox
9'9C9— S0 9CIL 6— #x9L¥°09 #0616 [— 0<xX'0=Ss uonesnpa Mo
(0¥£6°0) (#SL°S) (1881°0)
#xL8L0"E— #xC99°L1 #%x9609°0— 0=xX0=5
9119°1) (068°'6) (Free0) ordures reog,
G'L96°C— 60— £e8¢0— 616°C 2S90°0— 0<xX0=Ss uonesnpe Mo
($2€6°0) (#¥L9) (1881°0)
#x0L90°¢— %805 L1 #x8C09°0— 0=xX0=S
(LLSS'T) (ssL°6) (682¢°0) opdures [e10],
L'L96°C— S0— 6£€9°0— 966'¢ 6611°0— 0<Xx0=s uonesnpa Mo
(L0L6°0) (L00'9) (9961°0)
#x8600°C— #x09L°91 #xCCLS 0— 0=xX0=5
(8121°1) (#56'9) (¥62T°0) odures ej0],
6'L96°¢— 60 %%V 060 C— *ELE°Cl #x619%°0— 0<Xx0=s uonesnpa Mo
(S156°0) (6L8°S) (9261°0)
#9066 C— #0681 °L1 #xCL8G 0— 0=xX0=5
(8€9¢°1) (TTr'e) (T18T°0) ordues rejog,
8°L96°¢- 0] LTLS T~ £€CE6 L61E0 0<Xx0=s uonesnpa Mo
pooyI[eyIT-307] ted ,uonoeIdu] N <pIE32ISIg

uoyponpyg £q ‘sisay £1141715Uag

6 dlqeL



84  The Journal of Human Resources

sdnoig  y1oddns p[iyo ou,, pue  [BULIOJUL,, JO SOUBLIBAOD =C€d | 0 13 SQOUBLIEA "[000° AQ pardnniy o

100" £q perdnniy -q
‘10" £q peridniniy e

‘[oAS] Judd1ad ()] 2y I JuBOYIUSIS,, [OAS[ Juad1ad G 3y I8 JUROYIUSIS 4u

L'ST0e—

9°6C0e—

6'$20°¢—

L'S0e—

L9979~

L'929—

60—

60

60—

(9208°0)
¥26T°0
(co6¥'1)
£EYT0
(9108°0)
€0T°0
(6€LY'1)
62970
(9€18°0)
SYLT0
(8010°D)
I81€°0
(8208")
YLLT
FrLen
£81¢”
(0987°¢)
#x$LC9°9—
(L1¥8°S)
L90V"8—
(8L1€€)
#xVE€6L 09—
(PPSLS)
676'8—

(998°%)
LOL'T—
(€86'8)
6CL' 1—
(098°1)
YIL T—
(106°8)
LES'T—
(S96'1)
OIL1—
(SL19)
810C—
(688°1)
969 [—
(ogL’L)
L80'T—
(S€€00)
#x08L°6¢
(€5T°9¢)
S00'vS
(8€5°00)
+x8¢€8°0F
(TOL'S€)
SI0°LS

(6LST°0)
61,00
(120€°0)
YE¥0°0
(TLST0)
66900
(SL6T0)
S0S0°0
(#8S1°0)
£650°0
(6961°0)
0vL00
(L9ST1°0)
¥290°0
(81S7°0)
97L00
(02$9°0)
L9L6'0—
Ty 1)
€8 1—
(LLS90)
010'1—
(ceen)
06T T—

0<xX'0=Ss

uoneonpd Y3y

uoneonpa Y3y

uoneonpa Y3y

uoneonpa Y3

PIIYd Sunox
uoneonpd Mo

Py Sunox
Uoneonpa Mo

(panunuod) ¢ dqel,



Roff 85

incentives are crucial for policy makers’ decisions regarding child support and wel-
fare policy, both from a budget standpoint and for child outcomes.

Researchers have documented the benefits of paternity establishment and child
support (Knox and Bane 1994; Knox 1996; Argys et al 1998; Argys and Peters
2001), and ethnographic research indicates that punitive child support policy and
high child support orders may lead to more conflict between low-income parents
(Johnson 1999; Waller and Plotnick 2001). Therefore, if low disregards and high
child support orders for low-income parents inhibit paternity establishment and father
involvement due to less participation in the formal child support system, there may
be additional costs to high child support beyond fewer child support collections.

Finally, this analysis is limited in scope. These data look at effects of state level
policies for the disregard and order amounts for low-income fathers. It does not
explicitly measure the order for individual fathers, and so does not test the interacting
effects of the disregard and order at the individual level, nor does it estimate the
impacts on welfare receipt and maternal employment. As such, future research
should examine the effects of the disregard and child support order with regard to
the interaction of maternal employment and welfare, as well as with regard to pa-
ternal visitation and child development.
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